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Financial Highlights 


% Increase 


(Decrease) 
1988 1987 
over over 
Years Ended December 31 1988 1987 1986 1987 1986 
(in millions, except per share amounts) 
Net Income (Loss) 
Income from Continuing Operations: 
Income before Special Items $ 112.9 $10622 $ 80.1 6.3% 32.6% 
Special Items (a) (7.9) 32.6 (5.5) = 
Total 105.0 138.8 74.6 (24.4) 86.1 
Income (Loss) from Discontinued 
Operations - 220 (268.2) - - 
Extraordinary Items: 
Use of Tax Loss Carryforwards - 41.4 - ~ - 
Early Retirement of Debt ~ (9.0) - - ~ 
Cumulative Effect of Accounting Change - - 19.4 - - 
Net Income (Loss) $ 105.0 $ul73e2 $ (174.2) (39.4) - 
Earnings (Loss) per Common Share 
Continuing Operations: 
Earnings before Special Items $ 4.54 $ 4.08 $ 2.90 11.3 40.7 
Special Items (a) (.35) 1.44 (.24) ~ - 
Total 4.19 ww 2.66 (24.1) 107.5 
Discontinued Operations = 09 (11.93) = = 
Extraordinary Items: 
Use of Tax Loss Carryforwards ~ 1.81 - - - 
Early Retirement of Debt - (.39) - - = 
Cumulative Effect of Accounting Change - - .86 - - 
Earnings (Loss) per Common Shate $ 4.19 $ 7.03 $ (8.41) (40.4) - 
Dividends per Common Share $ 2.00 $ 2.00 $ 2.00 2 = 
Shareholders’ Bes (includes redeemable 
preferred stock) $ 908.3 $ 876.1 $ 800.3 307. 9.5 
Finance Receivables $6,598.1 $6,134.8 $5,461.1 7.6 1263 
Allowance for Credit Losses as a Percentage 
of Finance Receivables 3.23% 3.43% 3.58% (5.8) (4.2) 


(a) Special Items, after income taxes, are comprised of ‘‘Provision for Data Processing Upgrade’ in 1988; ‘‘Interest Income from Tax Settle- 
ment’’ in 1987; and ‘‘Provision for Restructuring’ in 1986. 
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To Our Shareholders 


/ ineteen eighty-eight 
ye was a year of solid 
Y progress for Beneficial 
Corporation. Having completed 
the massive restructuring of the 
Corporation in 1987, we were able 
to focus completely on our basic 
business—consumer lending and 
the sale of related insurance prod- 
ucts. Results were excellent, as 
strong growth in core operating 
profitability, before a special 
charge, was achieved, driven by 
continuing good receivables 
growth, exceptional credit quality, 
and close control of expenses. 
Moreover, with unrelated opera- 
tions stripped away, the value of 
our consumer lending franchise is 
now clearly demonstrable. 

Evidence of our progress during 
the first full year as a restructured 
company can be seen in several 
important and tangible ways: 

e Earnings per share from con- 
tinuing operations, before special 
items, rose 11% to a new record 
level. 

¢ Fourth quarter income from 
consumer finance operations repre- 
sented the eighth straight quarter 
of year-to-year increased core oper- 
ating earnings per share, before 
special items, and was also at a 
record level. 

® Loan receivables rose 8% , even 
while we maintained strict under- 
writing discipline. In fact, our 
excellent credit quality is reflected 
in a record low loan delinquency 
rate and a decreased net chargeoff 
percentage. 


e Beneficial’s credit ratings were 
increased by two leading indepen- 
dent agencies—an important en- 
dotsement since money is our prin- 
cipal raw material. 


Dividend Increase 

In recognition of Beneficial’s 
excellent progress and the expecta- 
tion of continued strong earnings 
performance, in early February 
1989 your Board of Directors 
approved a 10% increase in the 
Company’s regular quarterly cash 
dividend rate—the first such 
increase in ten years. In doing so, 
the Board affirmed its confidence 
that the benefits of Beneficial’s 
restructuring are both significant 
and sustainable. 

While Beneficial turned in an 
outstanding performance in 1988, 
bottom line results were reduced by 
the impact of a special item. Earn- 
ings from continuing operations 
before special items rose 11% to 
$4.54 from a restated $4.08 per 
share in 1987. Fourth quarter 
Operating earnings per share of 
$1.19 compared favorably to the 
$1.10 per share recorded in the 
prior year period, and represented 
Beneficial’s eighth consecutive 
quarter of year-to-year higher con- 
tinuing operating results, before 
special items. 

Due to the inclusion of special 
items in both periods, earnings 
from continuing operations de- 
clined in 1988 to $105.0 million, or 
$4.19 per share, compared to a 
restated $138.8 million, or $5.52 
per share, in 1987. 1988 results 
were reduced by an aftertax provi- 


sion of $7.9 million, or $0.35 per 
share, due to our decision in the 
fourth quarter to switch to IBM 
Corporation from Data General 
Corporation as hardware supplier 
for the Bencom III computer net- 
work project. The 1988 provision 
reflects the estimated loss on dispo- 
sition of Data General equipment 
already in inventory and the write- 
off of a modest amount of software 
not transferable to an IBM environ- 
ment. 1987 results, in contrast, 
included a one-time aftertax gain of 
$32.6 million, or $1.44 per share, 
related to interest income on a 
favorable settlement of prior years 
income taxes. 


Exceptional Credit Quality 

Importantly, the credit quality of 
our receivables portfolio continued 
excellent in 1988, with overall loan 
delinquency at the lowest point in 
the Company’s history. Moreover, 
net chargeoffs remained extremely 
low. As a percentage of average 
receivables, net chargeoffs declined 
to 1.05% from 1.08% of the port- 
folio in 1987. Noteworthy is the fact 
that despite the quality of our port- 
folio, we maintained at year end an 
allowance for credit losses that cov- 
ered 1988 net chargeoffs more than 
three times—a significantly more 
conservative ratio than our finance 
industry competitors. 

These achievements in credit 
quality do not come by accident — 
they are the result of a disciplined 
culture with focused attention to 
loan underwriting over many years. 


While loan growth ts key to 
Beneficial’s long-term results, the 
essential, first question our loan 
office managers ask themselves 
both through a rigorous credit scor- 
ing system and from their own 
judgement gained over years of 
experience is, ‘‘Can I collect this 
loan?’’ Reflecting this focus on 
credit quality, our net chargeoff 
percentage has averaged only 
0.96% over the past five years. 

In light of our tight underwriting 
discipline, 1988’s loan growth of 
$463 million, a gain of 8%, ts out- 
standing. The year’s gain is particu- 
larly noteworthy given our equally 
firm resolve to hold yields at attrac- 
tive levels and not meet the price 
points and ‘‘teaser rates’’ of some 
of our competitors. Accordingly, in 
1988 as in prior years, the average 
gross yield on our portfolio 
exceeded 18%. These factors, 
coupled with the operating leverage 
inherent in our close control of 
operating expenses, generated the 
strong growth in core operating 
earnings we achieved in 1988. 


Credit Rating Upgrades 

We are gratified by the recogni- 
tion of our improved results by two 
leading independent credit rating 
agencies: Standard & Poor’s Corpo- 
ration and Duff & Phelps Inc. Both 
agencies increased their ratings on 
our commercial paper, bonds, and 
preferred stock, with S&P making 
their rating change just recently in 
January of 1989. The agencies now 
rate Beneficial Corporation bonds 
mid-range ‘‘A’’ and accord ‘‘A-1”’ 
and ‘‘Duff-1’’ ratings, respectively, 


to our commercial paper. In addi- 
tion, Moody’s Investors Service has 
recently placed our long-term debt 
on its ‘“Watch List’’ for potential 
upgrade. 

The financial markets’ signifi- 
cantly improved perception of 
Beneficial is a tribute to all of our 
employees, but particularly so to 
the men and women staffing our 
1,073 loan offices. They are the 
heart of the Company. It is only 
through their dedication, experi- 
ence and professionalism that we 
are able to generate the high-yield- 
ing, yet high-quality loans that are 
our bread and butter. Through 
their efforts in providing excep- 
tional service to generations of con- 
sumers we have built our powerful 
franchise in the consumer credit 
marketplace. We thank them for 
their consistent hard work and ded- 
ication on the shareholders’ behalf. 


Switch to IBM System 

Late in 1988 we made the major 
decision to delay installation of 
Bencom III, the new generation of 
the data processing network linking 
Beneficial’s loan offices, in order 
to convert to an IBM environ- 
ment. Bencom III is a unique 
system designed to accommodate 
Beneficial’s needs into the next 
century and give us maximum effi- 
ciency and flexibility. It is impera- 
tive that the system provide a 
state-of-the-art distributed data 
processing function, and that the 
vendor be capable of superior 
maintenance service in support of 


Finn M.W. Caspersen 
Chairman of the Board and 
Chief Executive Officer 


our efforts. Moreover, the system 
itself must be able to remain at the 
cutting edge of future technological 
changes. Accordingly, we have 
decided to utilize IBM and its new 
AS/400 product line for this major 
project. While the switch to IBM 
will delay full roll-out of Bencom 
Ill for about a year, this delay will 


not impact our current field opera- 
tions. Bencom III is a key strategic 
investment in Beneficial’s future 
success and will significantly ex- 
pand the capacity of Beneficial’s 
loan offices to generate new busi- 
ness without adding personnel. 
After people, systems are our life 
blood. 

Good progress has been made 
in reducing our real estate invest- 
ment portfolio. During 1988 the 
Claridge, a luxury condominium in 
Dallas, Texas was sold for a package 
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Commiuttee (left te 


Finn M.W. Caspersen, 
.\ndrew C. Halvorsen, 
David J. Farris, and 


James H. Gilliam, Jr. 
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of cash and notes totaling $19 mil- 
lion. Favorable results were gener- 


ated by our decision to bring the 
Trammel Crow organization onto 
Harbour Island as the general part- 
ner for the development of the rest 
of the island. During the year, 48 
of the Harbour Island condomin- 
ium units were sold, bringing total 
sales to 132 and leaving only 68 
remaining. Moreover, the Crow 
organization is close to finalization 
of plans for several new projects. A 
reduced operating loss is expected 
from Harbour Island in 1989. 


75th Anniversary 

1989 is Beneficial’s 75th Anni- 
versary year. Over those years we 
have built our franchise in the con- 
sumer lending market by providing 
prompt, efficient and caring service 
to generations of American con- 
sumets. Consumer finance opera- 
tions have been highly profitable 


virtually year in and year out. 
Unfortunately, their outstanding 
performance had been largely 
masked by the significant problems 
of our now divested subsidiaries. 
We are pleased to celebrate our 
75th Anniversary year by re-empha- 
sizing our commitment to our 
extremely profitable core business 
and doing what we know best, con- 
sumer finance. 

1989 should be another excellent 
year for Beneficial. Although some 
observers forecast a slowing in U. S. 
economic growth, we foresee no sig- 
nificant deterioration in our out- 
standing credit quality and expect 
another year of receivables growth. 
The financial condition of our tar- 
get customers, middle-income con- 
sumets with incomes between 
roughly $20,000 to $50,000, con- 
tinues excellent. Several exciting 
new product offerings and market- 
ing programs are currently in 
development. 

Our focus, both long term and 
short term, will continue to be con- 
sumer finance. Accordingly, 1989 
should be another year of strong 
financial performance. Within our 
consumer financial services fran- 
chise that we know so well, we are 
an industry leader. We welcome 
your investment in Beneficial, and 
we are committed to maximizing its 
long-term value through continu- 
ing earnings increases. 
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Finn M.W. Caspersen 
Chairman of the Board and 
Chief Executive Officer 


75 Years and Good For More 


ineteen eighty-nine 

marks _Beneficial’s 

75th year. Looking back, 

the single most important quality 

that has enabled the Company to 

grow and prosper over the years has 

been its consistent focus on ‘‘cus- 
tomer care.”’ 

In strong economies and in times 
of upheaval, Beneficial has been a 
dependable source of credit, fund- 
ing the necessities and the dreams 
of generation after generation. 

Beneficial’s success stems from its 
understanding of its customers. 
There is no better way to begin tell- 
ing our history than by tracing our 
commitment to customer care 
through the words of two long-time 
Beneficial family members. 

Dr. Charles H. Watts II, former 
President of Bucknell University 
and Dean of the College at Brown 


Clarence Hodson, founder 

of the Beneficial Loan Society. The 
Company had grown to more than 200 
offices when he died in 1928. 


The exterior of the first loan office, 
opened in 1914 in Elizabeth, New Jersey. 


University, has been a Director of 
Beneficial since 1959 and was a 
member of the Executive Commit- 
tee from 1976 to 1987. His father 
was Chairman of the Board from 
1944 to 1955. Dr. Watts relates the 
following story: 

I was not long marned and my 
Jather had come to visit my wife 
and me up in Rhode Island. On 
the way back to the railroad train, 
as I was taking him home, my 
father said, ‘‘Charlie, stop the 
car.”’ And I aid. 

Up on the horizon was a water 
tower, and hanging there in a boat- 
swain's chair was a man with a 
paintbrush, painting the water 
tower. And my father said, ‘‘You 
see that man?’’ I said, ‘Yeah, Dad, 
I see him.’’ He satd, ‘‘That’s a 
Beneficial customer.’’ And I 
quickly rephed, ‘What do you 


Shown below is the in- 
terior of a typical loan 
office at that time. The 
office pictured was 
one belonging to a 
company which was 
purchased by 
Beneficial. 


Beneficial 


The office above, located in 
Charleston, West Virginia, is 
only one of the more than 1,000 
modern offices in the Beneficial 
Finance System located 
throughout the United States as 
well as in Canada, the United 


Kingdom and West Germany. 
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Sales finance programs, mar- 
keted to retailers under the 
name of Bencharge Credit Serv- 
ices, are an important source 


of new loan customers. 


mean that's a Beneficial cus- 
tomer?’’ And he proceeded to give 
me chapter and verse about that 
fellow. He said, ‘'I know that his 
income 1s roughly such and such; 
his needs are so and so; he can be 
helped in x, y, z ways; he has these 
values; that’s our customer.”’ 

I was absolutely transfixed. As I 
started the car and drove on to the 
railway station I realized that I had 
learned a lot about my father and 
about the world and about why 
Beneficial has been avery successful 
corporation. 

Robert Grohol is a Senior Vice 
President—Operating in our core 
business. His father was a manager 
in the Beneficial loan office system 
for over 45 years. Bob has the fol- 
lowing reminiscences of his dad and 
Beneficial: 


Charles H. Watts, former Chair- 
man of the Board of Beneficial. 
He was elected President fol- 
lowing the death of Hodson 

in 1928. He became 
Beneficial's first Chairman of 
the Board in 1944, and served 
in that capacity until his death 
in 1955. 
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My first impressions of Beneficial 
were during the Depression years. 
My father had been promoted to 
manager of the Wilkes-Barre, 
Pennsylvania, office in the early 
30’s, and that’s where we made our 
home. As I was growing up, people 
had very real needs, and in that 
area you weren't dealing with a lot 
of affluent folks, so there were very 
Jew sources around like Beneficial 
to accommodate those needs. I 
remember being very proud of the 
way my dad and the Company 
were helping so many people. 
When people had problems, they 
picked up the phone and called 
Mike Grohol, not necessarily 
because they wanted a loan but fre- 
quently for advice and counsel. 

I thought Beneficial was a mar- 
velous company, so family-oriented 


Incorporated December 26, 191% 


A typical 
second floor 
store-front Room 201, 547 PENN STREET 
office in amin eee 

Reading, Pa. Licensed by State Commissioner of Banking 


(left) A tabloid advertisement of 
the ’30s promoting borrowing 
funds to meet personal financial 
needs. 


and so genuinely concerned about 
ws people. It seemed to me like 
it would be a darned good place 
to work after I graduated from 
college. 

I've continued to feel very good 
about Beneficial over the course of 
my career. Our people adhere to 
the concept of caring for customers, 
a concept that has become deeply 
ingrained in our corporate culture. 
I think it counts in large measure 
Jor the Company's success since its 
inception. 

The Company’s business extends 
back to December 24, 1913, when 
the Beneficial Loan Society was 
incorporated. The Society opened 
its first loan office in Elizabeth, 
New Jersey, in August 1914, shortly 
after the enactment of a small loan 
law in that state. By year-end, 


0. W. Caspersen, former 
President and Chairman of 
the Board of Beneficial. He 
became President in 1944, 
succeeding Charles Watts, 
and Chairman of the Board in 
June 1956, retiring to the 
position of Chairman Emer- 
itus in 1962. Mr. Caspersen 
was initially employed as a 
secretary to Clarence 
Hodson in 1920. 


offices had also been opened in 
Newark and Jersey City. 

There had always been those 
who were willing to lend money in 
small amounts at usurious rates, 
often at rates over 1,000 percent 
annualized, but their services were 
used only in dire circumstances. 
Sull, the working man had no other 
place to go—banks did not make 
personal loans—so illegal lenders 
were well-patronized despite their 
high rates. The enactment of legis- 
lation in New Jersey in 1914 over 
the stubborn opposition of the 
high-rate lenders made credit lend- 
ing available to the working man. 

Among the many businessmen 
actively supporting the develop- 
ment of regulated lending was 
Clarence Hodson, the founder of 
the Beneficial Loan Society. It was 
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A sample ad from the 
early 40s. 


(left) A second floor walkup loan 
office circa 1948, before the 
name change to “Beneficial.” 


Direct Mail solicitation is 


an important marketing tool. 


With proper targeting, 


it is an efficient way to generate 


new borrowers. 


IN 


Real estate secured loans are 


extremely attractive for the 
discerning borrower, making 
possible both lower interest 
rates and longer amortization 


periods. 
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his energy and vision that created 
the Beneficial Finance System and 
built it into an organization of over 
200 loan offices by the time of his 
death in 1928. 

After Hodson’s death, Charles 
H. Watts and O. W. Caspersen 
became the principal operating 
executives of a new company 
formed in 1929 through the merger 
of several companies that had been 
controlled by Hodson, with Watts 
in full charge of operations and 
Caspersen handling financial 
affairs. The two men, and later Roy 
E. Tucker, were to run the business 
as the Executive Committee until 
1955, when Mr. Watts passed away. 

In 1929 the Great Depression 
began. It has been said that one 
had to live through that period in 
order to comprehend the economic 


Roy E. Tucker, former President 
of Beneficial Management 
Corporation and Vice-Chair- 
man of Beneficial Corporation. 
Mr. Tucker started in 1922 

as a secretary to Clarence 
Hodson and remained with 

the Company until his death 

in 1959. 


havoc and anxieties of the time. 
Watts, in the annual report for 
1933, said, ‘‘The importance of 
credit extension, as it relates to 
business and more particularly as it 
relates to the consumer, has been 
emphasized during the past year 
more than ever before . . . Since 
the beginning of 1929, in which 
year the depression began, the 
Company’s system of personal 
finance companies has made more 
than two million loans, totaling 
more than three hundred millions 
of dollars. The faith in the character 
and ability of the average family 
with respect to their obligations is 
justified by the records of the Com- 
pany during these difficult years.”’ 

At the end of 1933 the Company 
had over 2,000 employees, and at 
the onset of World War II had some 
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Personal Finance Co., one of 
several names under which the 
Beneficial consumer finance sys- 
tem was operating. In 1954 it was 
decided to unite the various sub- 
sidiaries under a single standard, 
that of the parent company— 
Beneficial. 


3,100 employees. By the end of the 
war, mote than 1,000 had been 
called to service, and a substantial 
number went to work in jobs more 
closely related to the war effort. 
Consequently, a number of offices 
were closed. 

Beneficial entered the period of 
its greatest expansion after the war, 
with outstanding loans and the 
number of offices showing increases 
in each succeeding year. This steady 
growth was attributable to a greater 
demand for services throughout the 
system and to the opening of new 
offices, generally in territories not 
previously served. 

In the late sixties, in what would 
prove to be a major strategic devel- 
opment, Beneficial’s subsidiaries 
pioneered second mortgage lending 
in California, a type of loan the 


Meeting the financial needs 
of the “Man on Main Street” 
was responsible for the re- 
markable growth of a single 
office into an international 
network of more than 

1000 offices. 


banks wouldn’t touch at that time. 
Now they are a staple of life in the 
ctedit industry and represent over 
60% of the loan portfolio. 

The decision to start writing sec- 
ond mortgage loans transformed 
the Company’s loan office opera- 
tions into a multi-line business. 
Pierre ‘‘Bud’’ Bashe, Group Presi- 
dent of the Northwest Depart- 
ment, comments on the changes: 

The business was very simple in 
those days. It was high volume for 
small amounts, and the average 
customer was blue collar. He used 
the money mostly for debt consol- 
dation, but he also borrowed heav- 
ily at Christmas. Credit cards 
weren't generally available at that 
time. From a simple business with 
two products—small loans and 
installment sales contracts —it’s 
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Ours is a Friendly Loan Service 


Checking the credit history of former cus- 
tomers who were applying for new loans was 
a manual operation. 


Beneficial satisfies the credit 


needs of its customers for debt 
consolidation, home improve- 
ment, education, and many 


more. 
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Beneficial National Bank is a 


full-service commercial bank 
located in Wilmington, Dela- 
ware. In addition to meeting the 
needs of business and con- 
sumers in the Wilmington area, 
this bank acts as Beneficial’s 
primary cash management bank 


| for its domestic corporations. 


evolved into a very sophisticated 
lending operation with 25 or 30 dif- 
ferent products. We have secondary 
marketing operations, mortgage 
companies, and wholesale and 
retail loan products. We have seen 
an evolution in products tn all lend- 
ing areas. Competition 1s different. 
Banks as well as S&L’s are going 
after our real estate customers. It 
used to be ust strictly finance com- 
pany to finance company. 
Financial institutions had offered 
essentially unchanging products 
for decades. However, inflation 
impacted both supply and demand 
and heightened consumer awate- 
ness of financial products. In 
response, new products evolved 
to meet those demands, in the 
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(HORMERLY PERSONAL FINANCE CO.) 


Former headquarters of Beneficial Corpora- 
tion located in Wilmington, Delaware. The 
building, occupied in 1952, was sold in 
1981. 


process tending to blur the tradi- 
tional boundaries among finan- 
cial institutions. 

Thus, market changes dramati- 
cally altered Beneficial’s com- 
petitive positioning, creating 
opportunities while exposing vul- 
nerabilities. Liberal federal bank- 
ruptcy laws resulted in higher loan 
losses for all lenders, and inflation 
pushed up both interest rates and 
staff and administrative costs of 
making and servicing a loan. As a 
result of these high costs, unsecured 
lending, which 1s at relatively high 
tates, stretched the borrowing capa- 
bilities of many customers. 

For those with uncommitted 
home equity, the second mortgage 
offered an economically attractive 


Various ads from the ’50s, including a 
Beneficial TV commercial, below. 
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alternative, making possible both 
lower interest rates and longer 
amortization periods. Thus, consid- 
erable additional borrowing could 
be supported without an increase in 
monthly payments. 

Changes in product mix had 
profound implications on staffing 
and our loan office network, since 
second mortgages are less labor 
intensive than unsecured loans. 
Moreover, it was clear that high 
returns would come only by man- 
aging for credit quality —concen- 
trating on higher income cus- 
tomers in states where the regula- 
tory and economic environments 
are hospitable. 

Our doing so has worked out 
very well. As we enter 1989—our 


BESOIN D'ARGENT? Domandez et vous recevrez! 


"Le client est roi" chez Beneficial” 


A'60s advertisement in French, used 
in Montreal, Canada. 


seventy-fifth year —nearly $6.6 bil- 
lion of loans are outstanding, serv- 
iced in 1,073 offices, quite a change 
from our 50th anniversary when 
loan receivables were just $800 mil- 
lion, serviced in nearly 1,600 
offices. 

Long term, our success will be 
dependent upon our ability to con- 
tinue to differentiate our products 
and services in an increasingly com- 
petitive environment. By constant 
focus on customer care, we are con- 
fident that we can meet that chal- 
lenge. Consumer finance is our 
franchise—our strength since 
Beneficial’s creation. 


The famous “Toot Toot” appeared in 
Beneficial’s marketing materials during 
the '70s and '80s. 


In 1955 Beneficial Management Corporation 
moved from Newark, New Jersey to its new 
“home” in Morristown, New Jersey. The 
weathervane is an authentic copy of the one 
on the Old North Church in Boston from which 
Paul Revere received the signal that started 
him on his famous ride. The building was 
sold in 1981. 
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Beneficial Center, 
located in Peapack, 


New Jersey, provides a 


professional atmosphere 
where employees are offered 
a broad range of exciting 


career opportunities. 
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Directors 


(sitting, left to right) 
James H. Gilliam, Jr. 

Senior Vice President, General 
Counsel and Secretary 

David J. Farris 

Member of the Office of the 
President and Chief Operating 
Officer 

Finn M. W. Caspersen 
Chairman of the Board of 
Directors and Chief Executive 
Officer 

Andrew C. Halvorsen 

Member of the Office of the 
President and Chief Financial 


Officer 


(standing, left to right) 


Charles H. Watts, II 
Educational and business 
consultant, McLean, Virginia 


J. Robert Hillier 

Architect and businessman, 
The Hillier Group, Inc., 
Princeton, N] 


K. Martin Worthy 
Attorney at Law, Hopkins, Sutter, 
Hamel & Park, Washington, D.C. 


Gerald L. Holm 

Consultant to the Company; 
Jormer Vice Chairman of 
Beneficial Corporation 


Robert C. Cannada 

Attorney at Law, Butler, Snow, 
O’Mara, Stevens & Cannada, 
Jackson, Mississippi 


Steven Muller 

President, Johns Hopkins 
Uniwersity, Baltimore, 
Maryland 
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Due to the impact of special items, Beneficial 
Corporation’s fourth quarter earnings from continu- 
ing operations declined to $21.4 million from the 
record $36.5 million reported in the fourth quarter 
of 1987. On a per share basis, earnings declined to 
$0.84 from $1.48 per share a year earlier. Fourth 
quarter 1988 results included a $7.9 million aftertax 
provision related to the decision to switch to IBM 
Corporation from Data General Corporation as 
hardware supplier for the Bencom III computer net- 
work project. The provision reflects the estimated 
loss on disposal of Data General equipment already 
in inventory and the write-off of the modest 
amount of software not transferable to an IBM 
environment. Fourth quarter 1987 results included 
$14.4 million in interest income related to a 
refund of 1976 and 1977 federal income taxes. On 
an aftertax basis, this benefit added $8.6 million, 
or $0.38 per share, to the quarter’s earnings. The 
refund resulted from a favorable decision by the 
United States Court of Appeals for the Federal Cir- 
cuit upholding the method the Company used to 
determine its credit losses for federal income tax 
purposes. Removing both of the aforementioned 
items from the quarterly comparisons, fourth quar- 
ter 1988 earnings per share increased to $1.19 from 
the restated $1.10 per share in the fourth quarter 
of 1987, and represented Beneficial’s eighth con- 
secutive quarter of increased core operating earn- 
ings per share on a year-to-year basis. 

Fourth quarter operating measurements were 
strong by any measure. Total receivables outstanding 
increased $264 million, compared to an increase of 
$314 million in the fourth quarter of 1987. Remov- 
ing the benefits of foreign exchange translation in 
both quarters, the 1988 quarterly gain was $230 
million, compared to the 1987 quarterly gain of 
$259 million. Overall loan delinquency improved 
during the quarter and ended the year at the lowest 
level in the Company’s history, a mark previously 
reached at the end of 1987. Loan balances more 
than two months overdue on a recency basis were 
0.59%, down from 0.65% at September 30 and 
0.61% at the end of 1987. Net chargeoffs for the 
quarter were $17.7 million, or 0.26% of average 
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receivables, compared to $16.0 million, or 0.25% of 
average receivables, in the fourth quarter of 1987. 

The quarter’s strong receivables growth, coupled 
with the continuing excellent credit quality and a 
continuation of tight expense control, produced 
good operating profitability in the fourth quarter. 
Removing the aforementioned special items from 
the comparisons, pretax operating income as a per- 
centage of average receivables improved in the 
quarter to 2.90% from 2.25% in the fourth quar- 
ter of 1987 and 2.85% during the first nine 
months of 1988. Because of a significantly higher 
tax rate in 1988 (the 1987 fourth quarter benefited 
from significant utilization of restructuring-related 
tax credits), the net aftertax return on receivables 
declined slightly to 1.81% in the fourth quarter of 
1988 from 1.87% in 1987. 


Beneficial’s money and capital market activities in 
1988 benefited from the dramatically improved per- 
ception of the Company in the financial markets. 
This perception was confirmed in June when Duff 
and Phelps Inc., the Chicago-based credit rating ser- 
vice, raised their ratings of the Company’s senior 
debt to ‘‘D&P-6’’ (middle Single A) from ‘“‘D&P-7”’ 
(low Single A) and raised the rating on the Com- 
pany’s preferred stock to ‘“‘D&P-7’’ from ‘“‘D&P-8.”’ 
In addition, the rating on Beneficial’s commercial 
paper was increased from ‘‘Duff 1-’’ to ‘Duff 1.”’ 
Further significant evidence of the improvement in 
the Company’s financial condition came in January 
of 1989 when Standard and Poor’s Corporation 
upgraded the Company’s senior debt to ‘‘A’’ from 
“‘A-,” preferred stock to ‘‘A-’’ from ‘‘BBB + ,’ and 
commercial paper to ‘‘A-1’’ from ‘‘A-2.’’ Finally, 
late in January of 1989 Moody’s Investors Service 
placed Beneficial’s bonds on their ‘‘Watch List’’ to 
reflect their consideration of a possible upgrade. 

Although markets for the Company’s commercial 
paper and term debt securities remained very deep 
prior to the upgradings, the rating agencies’ recogni- 
tion of Beneficial’s significantly improved operating 
performance should be reflected in both lower bor- 
rowing costs and a broader array of debt investors— 
particularly for the Company’s commercial paper. 
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After an almost two year absence from the capital 
markets, Beneficial sold its first public issue of 
long-term debt in January 1988. The $200 million 
of five-year debentures was oversubscribed and sold 
at an attractive spread relative to U.S. Treasuries. 

In February the Company resumed sales under its 
medium-term note program through which notes 
with maturities of nine months to ten years are 
offered to the public through agents and directly 
by the Company. This program has proven to be 
extremely cost effective as investors are able to 
select specific maturity dates for their purchases 
and are therefore occasionally willing to accept a 
somewhat tighter spread. In addition, agent’s com- 
missions on the sales are lower than typical under- 
writing commissions. During the year, spreads over 
Treasuries of the Company’s medium-term note 
sales continued to tighten. By year end over $579 
million in notes had been issued with an average 
maturity of five years at an average rate of 9.16%. 
During 1989, through its Beneficial Securities Inc. 
subsidiary, the Company plans to emphasize the 
direct sale to investors of medium-term notes. 

During 1988 over $360 million of term debt, with 
an average interest rate of 10.54%, matured or was 
called for early redemption. Total term debt issued 
worldwide during the year amounted to $915 mil- 
lion at an average rate and maturity of 9.09% and 
five years, respectively. Accordingly, the embedded 
cost of long-term debt for Beneficial improved to 
9.80% at year end from 10.06% at December 31, 
1987. Also, reflecting the year’s significant issuance 
of term debt, long-term debt increased to 61.5% of 
the Company’s total ‘‘Funding Base’’ from 57.1% 
at the end of 1987 (see table). 

During 1989 the Company has total maturities of 
term debt of $523 million, including $130 million 
of which the holder may elect payment prior to 
maturity, at a weighted average rate of 9.93%. 
Additionally, the $61 million remaining outstand- 
ing of the 14.75% notes of Beneficial Overseas 
Finance N.V. due May 15, 1992 are subject to call 
at 101.5 on May 15. 


At December 31 % of % of 
(in millions) 1988 Total 1987 Total 


Short-Term Debt 


U.S. Currency $1,681.) 27:7%) $15757'9) 31.8% 
Foreign 
Currencies 279 4.6 301 5.5 
Total Short-Term 
Debt 1,960 32.3 2,058 575 
Deposits Payable 377 6.2 307 5.6 
Long-Term Debt 33725, 61:5 oyeler © owe! 
Funding Base $6,062 100.0% $5,518 100.0% 


Money market activities during the year, consisting 
primarily of the Company’s direct issuance commer- 
cial paper program, continued to benefit from the 
improved perception of the Company in the finan- 
cial markets. Total domestic commercial paper out- 
standing at December 31 was $1.62 billion, down 
slightly from $1.68 billion at December 31, 1987. 
Marketing efforts during the year resulted in the 
addition of a number of significant new customers, 
which enabled the Company to diversify its sales 
over a larger investor base. The success of the com- 
mercial paper program during 1988 was extremely 
gratifying considering the fact that Beneficial was 
at the time one of the country’s very largest direct 
issuers of commercial paper rated ‘‘A2/P2’’ by 
Standard & Poor’s and Moody’s. 

The Company maintains coverage of its domestic 
commercial paper outstandings with committed 
revolving lines of credit. At year end domestic 
bank lines of credit totaled $1.89 billion, repre- 
senting over 116% of the total dollar amount of 
domestic commercial paper outstanding. Bank lines 
of credit in Canada, the United Kingdom, and 
West Germany total $350 million as expressed in 
U.S. dollars. 
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Reflecting increasing short-term interest rates 
during the second half of the year, Beneficial’s 
worldwide cost of short-term debt, including the 
cost of bank lines and revolving credit facilities, 
was 8.12% in 1988 compared to 7.38% in 1987. 
In the United States the total cost of short-term 
debt was 7.98%, up from 7.27% in 1987. 

Consumer deposits continue to play a modest but 
growing role in Beneficial’s overall funding, with 
deposits totaling $377 million at the end of 1988, 
up from $307 million at December 31, 1987. 
Deposits are generated by the Company’s FDIC- 
insured Beneficial National Bank and Beneficial 
Savings Bank FSB, as well as by its consumer bank- 
ing operations in the United Kingdom and West 
Germany and from employee thrift accounts. 

Beneficial’s total worldwide melded average bor- 
rowing cost, including bank line and revolving 
credit commitment fees, was 9.33% in 1988, up 
modestly from 9.15% in 1987. Beneficial’s average 
quarterly borrowing costs for all debt for 1988 and 
the prior four years is presented in the table below: 


1988 1987 1986 1985 1984 
Ist Quarter 9.07% 9.00% 10.05% 10.50% 10.49% 
2nd Quarter SELL S05 TF 9 'G9 ALO AO ie 1Ounl 
3rd Quarter 9.42 9.25 9.18 9.99 10.96 
4th Quarter 9.71 Ro) 9.06 S.OSAN OSS 
Full Year 9.33% 9.15% 9.48% 10.21% 10.74% 


SSS 


During 1988 Beneficial continued to minimize 
exposufe to interest rate risks by maintaining a very 
conservative ‘‘gap’’ between its interest-sensitive 
assets and liabilities. The Company considers both 
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the ‘‘gap’’ between interest-sensitive assets and 
liabilities, as well as the duration of its assets and 
liabilities, in managing exposure to interest rate 
risk. To the extent practical, fixed-rate assets are 
funded with fixed-rate liabilities and equity while 
variable-rate assets are funded with commercial 
paper borrowings, bank debt, deposits and other 
variable-rate borrowings. 

The Company also maintains a very conservative 
position regarding exposure to foreign currency 
changes. Foreign subsidiaries continue to be 
funded in their local currencies. In addition, the 
Company’s net investment positions in its foreign 
operations are hedged to the largest extent practi- 
cal. Beneficial’s largest exposure at year end, in any 
foreign currency, amounted to a net long position 
of 11.5 million Deutsche marks ($6.6 million). 

Rates for the Company’s commercial paper and 
medium-term notes, both of which are offered on 
a direct basis to investors, are quoted daily on the 
TELERATE SYSTEM. 
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Eliminating the impact of special, one-time items 
from comparisons, 1988 earnings for Beneficial’s 
continuing operations represent the highest earnings 
in Beneficial’s history. Removing the impact of 
special items in both years, operating net income 
increased 6% to $112.9 million from $106.2 million 
in 1987. Comparable earnings per share increased 
somewhat faster, by 11% to $4.54 from a restated 
$4.08 per share in 1987, reflecting a lower preferred 
dividend requirement and a reduced number of 
common shares outstanding this year. 

1988 earnings from continuing operations were 
reduced by $7.9 million, or $0.35 per share, due to 
the decision to switch to IBM Corporation from 
Data General Corporation as hardware supplier for 
the Bencom III computer network project. The 1988 
provision reflects the estimated loss on disposition of 
equipment already in inventory and the write-off of 
the modest amount of software not transferable to 
an IBM environment. The special item included in 
1987 earnings from continuing operations was $54.4 
million in interest income related to a refund of 


Beneficial Corporation and Subsidiaries 


1976 and 1977 federal income taxes. On an aftertax 
basis, this benefit added $32.6 million, or $1.44 per 
share, to the year’s earnings. Including these items, 
1988 earnings from continuing operations was 
$105.0 million, or $4.19 per share, compared to 
1987 earnings of $138.8 million or $5.52 per share. 


Income from Continuing Operations* 
(in millions) 


Pee 112.9 


aN Ee ST 


eee 106.2 


*Excludes the following Special Items, after income taxes: ‘‘Provision 
Jor Data Processing Upgrade’’ of $7.9 in 1988; ‘‘Interest Income from 
Tax Settlement’’ of $32.6 in 1987; ‘‘Provision for Restructuring’’ of 
$5.5 in 1986; and ‘‘The ‘Fresh Start’ Provisions of the Deficit Reduc- 
tion Act’’ of $8.5 in 1984. 


Overall net income in 1987 included $41.4 
million in extraordinary credits from utilization of 
tax loss carryforwards, $9.0 million of extraordinary 
losses on repurchase of term debt, and $2.0 million 
earnings from discontinued operations. Accordingly, 
on a net income basis, 1988’s net income of $105.0 
million compared to 1987’s record level net income 
of $173.2 million. 

Effective January 1, 1988 Beneficial Corporation 
adopted SFAS No. 91, a new accounting rule that 
generally requires that loan origination fees and cer- 
tain direct loan origination costs be deferred and 
recognized over the life of the loan as an adjust- 
ment to yield. 1987 and prior year results have been 


restated to reflect adoption of this accounting 
change. However, the impact on 1987 results was 
quite modest, resulting in only a $1.4 million, or 
$0.06 per share, reduction in full year results. 

Operating results are analyzed in detail in the 
following sections. 


Profitability Analysis 

The table on the following page analyzes profitabil- 
ity dynamics for continuing operations for the past 
four years, presenting major categories of income and 
expense as a percentage of the average principal bal- 
ance of receivables. Data has been restated this 


year for the full consolidation of Harbour Island 
and Beneficial National Bank as required by SFAS 
No. 94. Special one-time items have been segre- 
gated from individual categories to provide a con- 
sistent comparison of operating profitability. 

During 1988 total receivables outstanding grew 
$463 million, or 8%, to reach almost $6.6 billion 
at year end. Examining growth by loan category, 
real estate secured loans grew $300 million to 
exceed $4 billion at year end, while personal un- 
secured loans expanded $83 million to $1.89 
billion at December 31. Reversing the relatively flat 
pattern of the last few years, sales finance out- 
standings also increased by $53 million to reach 
$509 million at year end. Commercial bank loans, 
now included as part of total receivables for the 
first time due to SFAS No. 94, increased an excel- 
lent $27 million during the year to $145 million at 
December 31. Accordingly, average receivables for 
the year increased 10% to $6,285 million from 
$5,708 million in 1987. 

Included in the above totals were receivables 
gains of $93 million and $33 million in Canada 
and the United Kingdom, respectively. West 
German receivables declined $58 million. Included 
in these totals were foreign exchange gains of $3 
million in 1988 and $95 million in 1987, the latter 
during that year’s environment of a dramatically 
weaker dollar. 

Beneficial’s lending spread continued the recent 
years’ pattern of modest decline, decreasing to 
9.43% from 9.71% in 1987. However, the lending 
spread remains at a high level relative to most of 
our competitors. Finance charges and fees as a per- 
centage of average receivables remained at an excel- 
lent 18.10%, only slightly lower than in 1987. 
Interest expense increased modestly to 8.67% from 
8.49% a year earlier, reflecting the higher cost of 
short-term debt in 1988, particularly in the fourth 
quarter. Although Beneficial maintains essentially 
a matched position on interest rate sensitivity, a 
sharp upturn in short-term interest rates can exert 
a temporary (within one quarter) squeeze on mar- 
gins before receivables are re-priced upwards. 

Insurance premium revenue was quite strong in 
1988 as credit insurance premiums written through 
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the Beneficial consumer loan office network in the case of the mortgage company by a signifi- 
increased an excellent 15%. Premium revenue in cant amount. 

1987 and 1988 is distorted by one time inflows and 

outflows from annuity and life reinsurance con- 


tracts, with insurance benefits and commission (includes Salaries and Benefits and Other only) 
expense distorted by essentially offsetting amounts. (percent) 
Overall insurance earnings were quite strong, with pry | | 7.89 
total pretax income from insurance operations : : Sor 
increasing to $46.8 million (0.74% of average a E 
receivables) from $35.0 million (0.61% of average 86 Gs : ed 
receivables) in 1987. BI mses , oaen cane 
Other revenues were relatively soft in 1988, 84 8.84 
reflecting reduced revenues in Harbour Island, 
Inc., Beneficial’s real estate subsidiary in Tampa, Expense control continued strong in 1988. Salaries 
Florida, and in Beneficial Mortgage Corporation, and employee benefits declined to 3.40% of average 
the Company’s mortgage subsidiary. However, receivables from 3.64% in 1987. Other operating ex- 
losses in both subsidiaries were reduced in 1988, penses, including marketing, occupancy, telephone, 
December 31 1988 1987 1986 1985 
Average Receivables (a) $6,284.5 $5,707.5 $5,166.6 $4 587.9 
% of Average Receivables 
Finance Charges and Fees 18.10% 18.20% 18.98% 19.83% 
Interest Expense 8.67 8.49 8.81 9.59 
Lending Spread 9.43 DEIR 10.17 10.24 
Insurance Premiums 2.96 1.80 Lis ey a 
Other Revenues 1.51 1.70 1.96 1.63 
Gross Spread 13.90 13721 13.88 14.98 
Salaries & Employee Benefits 3.40 3.64 3.75 a-91 
Insurance Benefits 2.00 91 1.02 2214 
Provision for Credit Losses 1.15 Lee? 1525 aly, 
Other Operating Expenses 4.49 4.78 5.16 5.20 
Total Operating Expenses 11.04 10.55 11.18 12.42 
Operating Income before Special Items 2.86 2.66 2.70 2.56 
Special Items (b) (.19) 95 (.20) zs 
Operating Income 2.67 3.61 2.50 2.56 
Provision for Taxes 1.00 1.18 1.06 1.06 
VEE Ee a on 
Income from Continuing Operations Gyan 2.43 1.44 1.50 


a RE ke I eee ee el ee ke 
(a) In millions. Net of unearned finance charges. 


(b) Special items are comprised of *‘Provision for Data Processing Upgrade’’ in 1988; ‘‘Interest Income from Tax Settlement’’ in 1987; and 
Provision for Restructuring’’ in 1986. 
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depreciation, and all other operating costs, 
decreased to 4.49% of average receivables from 
4.78% a year earlier. Accordingly, the overall oper- 
ating expense ratio (the sum of the two aforemen- 
tioned totals) declined to 7.89% from 8.42% in 
1987. Noteworthy is the significant improvement in 
this ratio over the last several years. In 1985 the 
operating expense ratio totaled 9.11%. 

Reflecting a continuation of Beneficial’s charac- 
teristically excellent credit quality in 1988, the pro- 
vision for credit losses as a percentage of average 
receivables remained at a quite low absolute level 
and decreased modestly for the year to 1.15% from 
1.22% of average receivables in 1987. As previ- 
ously discussed, overall net chargeoffs were $68.6 
million, or 1.05% of average gross receivables, in 
1988, compared to $64.9 million, or 1.08%, in 
1987. Overall loan delinquency remains at the low- 
est level in the Company’s history. 

Pretax operating income as a percentage of aver- 
age receivables increased to 2.86% from 2.66% in 
1987. The effective tax rate was higher in 1988 at 
37.5%, compared to 32.7% in 1987, as 1987 
results benefited from a tax sharing agreement 
with a divested property and casualty insurance 
subsidiary. Net of the higher tax rate and removing 
the aftertax impact of special items, 1988’s net 
aftertax return on average receivables decreased 
slightly to 1.80% from 1.86% in 1987. However, 
as disclosed in the table, 1988’s profitability ratios 
reflect noticeable improvement since 1985. 

Removing the losses of Harbour Island, and 
examining profitability of Beneficial’s core con- 
sumer financial services business taken alone, pro- 
duces a net aftertax return on average receivables 
of an excellent 2.03% in 1988. 


The loan office network totaled 1,073 offices in 
four countries at year end. In the United States, 
the network consisted of 901 offices in 39 states, 
compared to 903 offices in 39 states at the end of 
1987. International operations at year-end 1988 
consisted of 172 offices in Canada, the United 
Kingdom and West Getmany and represented 14% 
of Beneficial’s receivables portfolio. 


Examining geographical concentrations, California 
is a particularly important state with 28% of total 
worldwide receivables, while significant concentra- 
tions of outstandings also exist in the states of New 
York (7%), Pennsylvania (6%), and Ohio (6%). 
Canada is the most significant foreign operation 
with 8% of worldwide receivables. 

As has been true for many years, operating effi- 
ciencies at the loan office level continued to 
improve in 1988. At year end the key measure of 
cash invested (principal of finance receivables) per 
employee rose to $1.20 million from $1.19 million 
at the end of 1987. Similarly, cash invested per 
office increased to $5.8 million from $5.3 million 
at December 31, 1987. 

A key achievement during 1988 was a gain of 
over 100,000 customer accounts. The number of 
accounts had been relatively flat in recent years, 
but 1988’s excellent gain brought total accounts to 
almost 1.9 million. This is an important operating 
statistic in the finance industry since, traditionally, 
consumers will borrow from Beneficial multiple 
times over their life cycle. 


(in millions) 


88 1.20 
87 1.19 
86 1.06 

85 ™~ 1.00 

84 595 


(in millions) 


88 5.78 
87 5.34 

86 4.71 

85 4.22 

84 3.59 
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High-quality real estate secured loans continue 
to be Beneficial’s key lending market and largest 
category of loans outstanding. Total home equity 
loans outstanding (chiefly second mortgages) 
increased an excellent 8% in 1988 to exceed 
$4 billion at year end. Real estate secured loans 
represent 61% of Beneficial’s total receivables out- 
standing, unchanged from the end of 1987. 

Good growth continued in the real estate secured 
revolving line of credit product whete outstandings 
increased to $1.51 billion at year end, up from 
$1.44 billion at the end of 1987. These loans, 
which are chiefly written on a vatiable-rate basis at a 
spread over bank prime, provide borrowers with a 
preapproved line of credit, secured by the equity in 
their homes, which is accessed by the borrower via a 
personal checkbook issued by Beneficial National 
Bank, Beneficial’s commercial banking subsidiary. 
The average spread on the variable-rate portion of 
this portfolio is approximately prime plus five 
hundred basis points. 

Beneficial’s real estate secured loans are subject to 
carefully monitored underwriting of both the 
borrower’s ability to repay and the independently 
appraised market value of the property. The loans are 
well-documented consumer loans based solely on the 
credit worthiness of the borrower, with the collateral 
of the real estate providing additional security. Nev- 
ertheless, Beneficial will generally lend to a cap of 
only 75% (including the existing first mortgage) of 
the appraised value of the home as determined by 
certified, independent appraisers. In addition, a tig- 
orous discipline of credit approval is enforced as to 
borrower debt-to-income ratios and overall customer 
quality. 

Most real estate secured loans must also be 
approved by regional management as well as by the 
originating office manager. The largest loans must 
also be approved by a Senior Vice President — 
Operating. Appraisers are evaluated and policed by 
regional supervisory management, not by the local 
loan office manager. Finally, if a loan is delin- 
quent, Beneficial moves quickly to protect its posi- 
tion by initiating foreclosure proceedings. In most 
instances, such action results in the loan being 
brought current. 
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Reflecting these procedures, real estate secured 
loan net chargeoffs are extremely low. In 1988, 
including losses on disposition of foreclosed prop- 
erty, real estate loan net chargeoffs averaged only 
0.25% of average outstandings. Similarly, delin- 
quency ratios are particularly low, with the lowest 
delinquency ratios experienced on real estate 
secured revolving credit accounts. 

The average real estate secured loan made in 
1988 increased to $24,124 from $23,256 in 1987. 
Reflecting Beneficial’s careful underwriting, the 
average-size loan has increased steadily but at only 
a moderate rate over the last five years. In 1984 the 
average size real estate loan was $17,710. Despite 
intense rate competition from other consumer 
lenders in this highly attractive market, Beneficial’s 
fixed-rate real estate secured loans originated in 
1988 were written at an average yield of 16.05%, 
compared to 15.29% in 1987 and 15.79% in 
1986. Variable-rate real estate secured loans origi- 
nated in 1988, 1987 and 1986 were written at a 
spread over prime of 5.32%, 5.79% and 5.93%, 
respectively. Profitability of real estate secured 
lending is excellent, reflecting the very low credit 
losses and maximum operating efficiencies. 

Real estate secured lending remains an extremely 
attractive, high-growth market, particularly for dis- 
ciplined lenders who exercise careful credit under- 
writing and do not pursue undisciplined loan 
growth for growth’s sake. With tax deductibility for 
consumer interest under current tax law generally 
protected up to a $100,000 loan size, it would 
appear that real estate secured lending will con- 
tinue to be the key means by which homeowners 
access consumer credit when they have a significant 
need. In short, the product is attractive for both 
the lender and for the borrower, who also benefits 
from the lower rates as compared to unsecured 
lending. An interesting statistic for Beneficial’s 
portfolio is that despite the over $4 billion size of 
the portfolio, ranking Beneficial among the 
nation’s largest second mortgage loan lenders, the 
total number of Beneficial customers with home- 
owner loans is only approximately 174,000. Growth 
potential continues excellent. 
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Unsecured Personal Loans 

Unsecured personal loans, a key product for 
Beneficial since its inception, remain an important 
product line. During 1988 unsecured personal 
loans outstanding, including both the traditional 
closed-end, fixed-term loans and the revolving 
credit line accounts, increased $83 million to $1.89 
billion at year end and represent 29% of total 
receivables outstanding. The average size personal 
loan made increased modestly to $2,190 from 
$2,133 in 1987. Although operating costs per dol- 
lar loaned and net chargeoffs are higher for per- 
sonal loan lending than for real estate secured 
lending, the higher yields realized in personal loan 
lending continue to make it a significantly profit- 
able product line. In 1988 the average yield on 
unsecured personal loans written was an excellent 
25.08%. Also, strong credit insurance sales add a 
significant increment to personal loan profitability. 
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Bencharge — Sales Finance Activiti 

Sales finance accounts continue to be a particu- 
larly important source of new loan customers for 
Beneficial. In 1988, as in recent years, roughly 
50% of new loan borrowers originated as sales 
finance customers. 

Sales finance programs are marketed to retailers by 
Bencharge Credit Service. Bencharge provides three 


programs: 1) Private label revolving charge pro- 
gram —a retailer's customer has an open-end line 
of credit to use in the retailer’s store; 2) Closed- 
end program —a retailer can offer to its cus- 
tomers financing at a fixed term for a single 
‘‘high-ticket’’ purchase; and 3) Acquisition of 
receivables—to increase cash flow, a retailer can 
sell his entire portfolio of receivables to 
Bencharge. 

In 1988 Bencharge continued an aggressive mar- 
keting and advertising campaign to promote all 
three programs. The campaign included Bencharge’s 
participation in five national/regional trade shows, 
trade advertising, and continuous direct mail pro- 
grams to generate new retailer leads. 

For the year, Bencharge purchased over 675,000 
sales finance contracts, up over 14% from 1987. 
Dollar volume expanded to $560 million from less 
than $500 million in 1987, and year-end outstand- 
ings increased 12% to $509 million. Of prime 
importance, the number of sales finance customers 
increased 11% to 694,000. 

Significant data processing enhancements added 
in 1988 helped to solidify Bencharge’s position as a 
leader in the sales finance business. Such enhance- 
ments include electronic transaction reconciliation, 
an automated program for the acquisition of 
receivables, and improved statistical reports for 
national retailers. 

In 1989 Bencharge will continue to target its tra- 
ditional, high-ticket retailers in such areas as appli- 
ances, furniture, and home improvement centers. 
In addition, Bencharge will further develop new 
markets and program enhancements to ensure 
steady and profitable growth of the sales finance 
portfolio and customer base. 


Principal of Finance Receivables 
i ed LC a Fe ed ah i el alia eer at 
at December 31 (in millions) 1988 1987 1986 1985 1984 
Real Estate Secured Loans $4,056 $3,756 $3,357 $3,026 $2,834 
Personal Unsecured Loans 1,888 1,805 1,560 1,380 Tez 
Sales Finance Contracts 509 456 442 417 311 
Commercial Bank Loans 145 118 102 val 48 
Total $6,598 $6,135 $5,461 $4,894 $4,414 
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ymmercial Ban k Loans 

Beginning with the first quarter of 1988, 
Beneficial National Bank (BNB), Beneficial’s 
commercial bank subsidiary, has been fully con- 
solidated in Beneficial Corporation’s financial 
statements due to a recent change in accounting 
rules (SEAS No. 94). BNB has been previously 
reported as a non-consolidated subsidiary. 

The bank’s loan portfolio increased significantly 
in 1988 to $145 million from $118 million at the 
end of 1987. As indicated in the table on the pre- 
ceding page, the bank has experienced strong loan 
growth over the last five years. At year end, the 
breakdown of the portfolio was 78% commercial 
and industrial loans and 22% consumer loans. 
Commercial loans are chiefly real estate secured 
commercial mortgage loans. As discussed more 
fully in the BNB section of this report, credit qual- 
ity continues excellent. 


As denominated in dollars, finance receivables 
outside the U. S. increased $68 million in 1988 to 
reach $955 million at year end, or 14% of the 
Corporate total. It is important to note that foreign 
exchange translation in the environment of volatile 
exchange rates of the U. S. dollar versus many 
foreign currencies can have a distorting impact on 
foreign receivable totals. For the year 1988 the net 
effect was not material, with the year’s gain in 
foreign receivables increasing only $3 million due 
to translation, although the quarterly changes were 
erratic. In 1987 foreign exchange translation added 
$95 million to reported receivables growth. Never- 
theless, removing this exogenous factor, foreign 
operations have generally reported moderate to 
strong loan growth in their basic operations over 
each of the last five years. Also, good credit quality 
has been maintained, particularly so in Canada, 
which has been excellent. 

Operations in Canada represent Beneficial’s largest 
foreign subsidiary, with $517 million in receivables at 
year end, up from $424 million in receivables at the 
end of 1987. The Canadian operation consists of 105 
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offices located throughout the country, although the 
provinces of Ontario and Quebec represent over 75% 
of total Canadian outstandings. As in the U. S., 
marketing efforts focus on high-quality real estate 
secured loans which now represent 64% of total 
Canadian outstandings. Canada has generated ex- 
cellent growth in earnings over the last several years. 

The United Kingdom operating subsidiary 1s 
Beneficial Bank PLC. During 1988 the subsidiary 
changed its name to Beneficial Bank PLC from 
Beneficial Trust & Savings to better reflect its role as 
a retail banking operation offering consumer loan, 
sales finance, bank credit card, and deposit services. 
The bank operates 58 offices throughout the United 
Kingdom, with operations concentrated, however, in 
the Greater London, midlands and southeast regions. 
Receivables outstanding incteased to $281 million at 
December 31, 1988 from $248 million a year earlier. 
Profits decreased slightly for the year reflecting some 
squeeze in lending margins and costs of installation 
of a new computer system. 

BFK Bank AG is Beneficial’s West German opera- 
tion. Receivables decreased in 1988 to $157 million 
at year end from $215 million at the end of 1987 
reflecting the anticipated run-off of the portfolio of 
MKB Bank, which was acquired during 1987. 
Nevertheless, earnings for BFK increased in 1988. 
The bank now has nine offices in eight cities. 

In order to substantially eliminate foreign 
exchange exposure for Beneficial Corporation, 
foreign operations are generally funded in local 
currencies through domestic financial markets. 


Foreign Finance Receivables 


at December 31 


(in millions) 1988 1987 1986 1985 
Canada $517 $424 $324 $270 
United Kingdom 281 248 190 170 
West Germany 157 215 102 75 
Total $955 $887 $616 $515 
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Credit Quality— Condition of the Portfolio 

Beneficial Corporation has petty outstanding 
credit quality over the last several years. Credit 
quality measures improved further in 1988. The 
Company ended the year with overall portfolio 
delinquency at the lowest level in the Company’s 
history. At December 31, 1988, consumer loan 
balances (comprised of real estate secured and un- 
secured loans) more than two months delinquent, 
on a recency basis, improved to 0.59%, compared 
to 0.65% at September 30, 1988 and 0.61% at 
the end of 1987. 

The net chargeoff ratio also improved in 1988. As 
a percentage of average receivables, net chargeoffs 
improved to 1.05%, or $68.6 million, from 1.08%, 
or $64.9 million, in 1987. As disclosed in the table 
below, Beneficial’s net chargeoff ratio has averaged 
an excellent 0.96% over the last five years. Also 
noteworthy is the significant improvement in portfo- 
lio delinquency over this period. Despite modest 
reductions in the credit loss reserve percentage, the 
year ending reserve of 3.23% of receivables 
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Credit Quality 


continued to cover full year chargeoffs more than 
three times, an extremely conservative ratio by 
industry standards. 


Consumer Lo 
(percent) 


sone Adee 
an Delinquency 


Beneficial ortgage Corporation 

Beneficial sats eee (BMC), based in 
Newark, Delaware, originates and services investor- 
quality residential first mortgage loans. These loans 
are solicited through Beneficial consumer loan offices 
in 35 states, four stand-alone branches and a network 
of correspondents. Loans closed are subsequently sold 
by BMC into the secondary mortgage market with 


substantially all servicing rights retained. 


Finance Receivables 


Allowance for Credit 


(in millions) Charged Off (a) Losses at End of Year Delinquency 
Consumer 
% of % of Loan 
Gross Average Finance Receivables 
Amount of Gross Receivables More Than 
Receivables Net Finance at End of Two Months 
Year Charged Off Chargeoffs Receivables Amount Year (b) Delinquent (c) 
1988 $ 84.1 $ 68.6 1.05% $212.8 3.23% 0.59 % 
1987 80.1 64.9 1.08 210.6 3.43 0.61 
1986 WSa2, 58.6 1.07 195.6 3.58 0.74 
1985 miilce 38.3 0.77 190.3 3.89 0.70 
1984 58.4 40.0 0.84 DRO Ar 3.94 0.75 
1983 87.5 66.9 1.53 186.6 4.47 0.96 
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(a) Less offsetting recoveries. 
(b) After deducting unearned finance charges. 


(c) On a recency basis. Includes real estate secured loans and personal unsecured loans. Excludes receivables of BFK Bank AG and Beneficial National Bank. 
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During 1988 approximately $110 million in first 
mortgages were originated and passed through to 
institutional investors, most with Federal National 
Mortgage Association or Federal Home Loan 
Mortgage Corporation guarantees. Although BMC 
recorded another net loss in 1988, operating results 
were dramatically improved over 1987’s significant 
deficit due to cautious, conservative management of 
the secondary marketing function, significant over- 
head expense reductions, and incteased automation. 

At the end of 1988 the servicing portfolio 
increased slightly to $884 million, up 3.5% from 
the previous year-end balance of $854 million. 

First mortgage loans offered through the 
Beneficial loan office network create opportunities 
to cross-sell to existing second mortgage and unse- 
cured borrowers and, more importantly, create 
opportunities to establish long-term relationships 
with new customers. 
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DEnReMiclal Savings bank 

Beneficial Savings Bank (BSB), Beneficial’s con- 
sumer bank subsidiary, is a Florida-based, FDIC- 
insured, federally-chartered savings bank with 11 
branches centered in the corridor between Tampa 
and Orlando. BSB enjoyed good asset growth dur- 
ing 1988 and ended the year with total assets of 
$102 million, up from $94 million at the end of 
1987. Deposit growth was excellent, with total con- 
sumer deposits increasing to $68 million from $55 
million a year earlier. 

BSB affords Beneficial the opportunity to test the 
concept of a ‘‘consumer bank’’ as a means of 
delivering services to consumers as opposed to our 
traditional loan office distribution channel. While 
BSB remains at only about breakeven due to its 
small size, it is a potentially valuable strategic dis- 
tribution channel and an efficient testing labora- 
tory to determine if the products offered by a 
bank, combined with the sales culture of our 
consumer finance network, can better meet our 
customers’ needs. 
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Beneficial National Bank 

Beneficial National Bank (BNB), based in 
Wilmington, Delaware, is Beneficial’s commercial 
banking subsidiary. BNB provides a full range of 
commercial and consumer banking services to 
small- and medium-sized businesses and to 
consumers in Delaware and surrounding markets. 
In addition, the bank provides significant corporate 
cash management and treasury services to 
Beneficial Corporation and its operating subsidi- 
aries. The bank operates seven full-service branches 
in Delaware. 

BNB reported another excellent year in 1988 as 
net income increased 64% to $3.3 million from 
$2.0 million in 1987. Return on average assets was 
1.75%, and return on average equity exceeded 
19%. Year-end assets increased to $224 million 
from $178 million in 1987, yet the bank’s regula- 
tory capital to assets ratio was a very strong 10.7% 
at December 31. BNB’s overall progress in recent 
years has been exceptional. Earnings have increased 
almost ten-fold over 1983 profits of $339,000. 


Dae SA Maanal BRanlon Wt ees 
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(in millions) 


At December 31, 1988, total loans outstanding 
were $145 million, up 23% from the prior year. 
Approximately 78% of total loans are loans to 
small- and medium-sized businesses in the local 
Delaware market. Reserve for loan losses was 1.40% 
at year end, with net chargeoffs only 0.28% of 
average loans outstanding during the year. The net 
chargeoff ratio has averaged only 0.24% over the 
past five years. Credit quality of the loan portfolio 
continues to be excellent. 
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Beneficial National Bank continues to increase its 
retail banking base and commercial business rela- 
tionships in the highly competitive Delaware mar- 
ket. In August 1988, BNB acquired three branch 
facilities and local customer relationships of the 
First National Bank of Wilmington. The purchase 
included $37 million of deposits and $4 million of 
consumer and mortgage loans. At December 31, 
BNB’s total deposits were $200 million, up 24% 
from the prior year. 

Ownership of this full-service commercial bank 
enables Beneficial to enjoy significant cash manage- 
ment efficiencies. All disbursements through the 
consumer finance loan office network, as well as all 
checks written by customers on revolving credit 
lines sold through the loan office network, are 
drawn on BNB. Consumer loan office deposits are 
made at regional banks and are electronically trans- 
ferred and concentrated at BNB on a daily basis. 
Additionally, a full range of banking services, 
including deposit accounts, wire transfer, and 
check processing, are provided to Beneficial and its 
subsidiaries. BNB also originates and services the 
Tax Refund Anticipation Loans issued through 
H & R Block offices in conjunction with IRS elec- 
tronic filing of customer tax returns. 

Over the past two years, Beneficial has conducted 
a pilot program with H&R Block, the dominant 
factor in tax preparation services for consumers. 
Through Beneficial National Bank, ‘‘refund anti- 
cipation loans’’ are made to consumers entitled to 
a refund who file their returns with the Internal 
Revenue Service through Block’s electronic filing 
system. After the return is processed, refund pro- 
ceeds are directly transmitted from the IRS to an 
account at Beneficial National Bank with the pro- 
ceeds applied to repay the outstanding loan. 
Growth potential for this program in 1989 and 
beyond appears excellent. 


surance Operations 

1988 was a year of substantial progress for 
Beneficial’s insurance operations. Led by The 
Central National Life Insurance Company of 
Omaha (CNL), our flagship credit insurance sub- 
sidiary, net insurance earnings increased to $29.7 
million from a restated $19.6 million in 1987. 
Contributing to the strong comparison were excel- 
lent profit gains in CNL’s subsidiary, American 
Western National Life (AWNL), which underwrites 
credit insurance in the state of New York, and in 
agency operations. 
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*Excludes one-time benefit of the ‘‘fresh start’’ provisions of 
the Deficit Reduction Act. 


Central National Life and its subsidiaries rank 
among the industry leaders in the highly special- 
ized consumer credit insurance marketplace, offer- 
ing both credit life and disability coverages. These 
products are marketed primarily through the 
domestic Beneficial branch office network. Reflect- 
ing the marketing economies inherent in selling 
through the in-house distribution channels, 
Beneficial-related business accounts for nearly 80% 
of total insurance earnings. 

Credit insurance premiums written through out- 
side, or independent, accounts were lower in 1988, 
as anticipated, as attention was focused on the most 
profitable accounts. Marketing efforts are now cen- 
tered on the consumer loan operations of commer- 
cial banks, thrift institutions, finance companies 
and automobile dealerships in the Northeast. While 
less profitable than the Beneficial-related business 
because of commissions paid to the producers, the 
independent distribution system does make a mod- 
est contribution to corporate profitability. In addi- 
tion, it provides alternative distribution outlets for 
new insurance product entries. 
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Total credit premiums written decreased slightly 
to $76.5 million in 1988 from $76.8 million in 
1987. This decrease reflects the impact of the re- 
focusing of outside marketing activities, resulting in 
a significant decline in premiums written through 
outside accounts to $14.2 million in 1988 from 
$22.8 million in 1987. Premiums written through 
the Beneficial loan office network increased over 
15% to $62.3 million in 1988 from a restated $54.0 
million in 1987. 

In 1988 CNL and its subsidiaries had one of its most 
successful years ever, producing net income of $25.9 
million, up 28% from 1987 profits of $20.3 million. 


Beneficial maintains insurance agency relation- 
ships with several outside insurance companies 
which offer credit property and selected non-credit 
related products. These products are marketed 
chiefly through the domestic Beneficial finance 
office network. Since Beneficial acts as the retailer 
of the product rather than the underwriter, agency 
operations retain a substantial commission, while 
the insurance risk of loss rests with the insurance 
carrier marketing the product. The agency concept 
will continue to be expanded in the future as a 
means of generating substantial additional insur- 
ance earnings without incurring underwriting risk 
or significant incremental operating costs. 

For 1988, as a result of increased commission 
income, agency operations reported net income of 
$3.8 million, compared to a net loss of $0.7 
million in 1987. 


Total investment income continued to be strong in 
1988, increasing an excellent 36% to $27.0 million 
from $19.8 million in 1987. Contributing to the 
increase was continued positive cash flow from 
operations, generated by incteased premium writ- 
ings and the proceeds from divestiture of two of 
Beneficial’s life subsidiaries during mid-1987. 
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The investment portfolio is quite conservatively 
structured, consisting almost entirely of fixed- 
income obligations, predominantly rated ‘‘A’’ or 
better. Municipal bonds represent the largest por- 
tion of the portfolio. 

The outlook for Beneficial’s insurance operations 
is excellent. Current product lines and distribution 
systems present attractive opportunities for the 
expansion of total life writings. CNI’s expertise in 
the credit insurance market and sound financial 
condition are demonstrated by the ‘‘A’’ rating by 
A. M. Best and Co. Beneficial’s insurance opera- 
tions will embark in 1989 on the limited expansion 
of its product lines to include the writing of annu- 
ity and other life products in both Beneficial and 
independent marketplaces. 

Real Estate Investments 

Harbour Island is a 177-acre island development, 
located just south of the central business district of 
Tampa, Florida. Approximately 40 acres of the 
island have been developed. Currently, an office 
building, a retail market, a hotel, condominiums, 
and an athletic club have been finished. Nineteen 
acres of the undeveloped land is designated for 
commercial development with the remainder being 
available for residential construction. 

In the fall of 1987, an agreement was signed with 
Trammell Crow Co., whereby Trammell Crow 
became the general managing partner for the future 
development of the island. Additionally, Trammell 
Crow assumed the management responsibility for 
the administration of the island and the manage- 
ment of the office building. Further, in the first 
quarter of 1988, Wyndham Hotels, Inc. (an affiliate 
of Trammell Crow) entered into a long-term direct 
financing lease for the hotel and assumed full oper- 
ational responsibility for that entity. The retail mar- 
ket has been managed by Enterprise Development 
Co. since the fall of 1986. 
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The office building and the retail market place 
are currently generating accounting losses. Carrying 
costs of island administration and undeveloped 
land must also be absorbed in Beneficial’s income 
statement. This mixed-use development must be 
viewed as a long-term investment. The Tampa area 
continues to be a flourishing community with 
exceptional opportunities for continued strong 
growth. With Trammell Crow’s development exper- 
tise, the prospects for realization of value as the 
island develops appear positive. In the interim, 
accounting losses are anticipated to decline over the 
next several years. 

Additionally, subsidiaries of the Company own 
several hundred actes of real estate surrounding the 
Peapack, New Jersey office complex. Management is 
currently considering the possibility of selling or joint 
venturing development rights to that property. It has 
not been determined at this time if greater value will 
be achieved by holding the property for the longer 
term, or pursuing development soon. The appraised 
value of this land is substantially in excess of its 
modest carrying value on the balance sheet. 

A subsidiary of Beneficial Corporation also owns 
Imperial Plaza, a 287-acre industrial park in Hous- 
ton, Texas. The carrying value of this parcel was 
written down significantly in 1986, and the 
appraised value is in excess of its current balance 
sheet carrying value. During 1988, the Claridge, a 
luxury condominium project in Dallas, Texas, was 
sold for a package of cash and notes totaling $19 
million. Beneficial’s long range strategy is to 
reduce its real estate holdings when appropriate 
profit-maximizing opportunities arise. 
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(in millions) December 31 1988 1987 


ae 


Cash and Equivalents $ 88.9 $ 78.5 
Finance Receivables (Note 6) 6,598.1 6,134.8 
Allowance for Credit Losses (Note 6) (212.8) (210.6) 
Net Finance Receivables 6,385.3 5,924.2 
Investments (Note 7) 362.4 340.2 
Property and Equipment (at cost, less accumulated depreciation 
of $68.0 and $54.4) 236.7 264.2 
Investments in and Advances to Discontinued Operations (Note 3) 33.9 60.0 
Other Assets (Note 8) 436.8 374.6 
Total $7,544.0 $7,041.7 
a eS RB A ah a a a lk 
Short-Term Debt (Note 9) $1,959.8 $2,058.2 
Deposits Payable (includes employee thrift deposits) 377.1 307.0 
Long-Term Debt (Note 10) Sey 3,152.8 
Total Interest-Bearing Debt 6,062.2 5,518.0 
Accounts Payable and Accrued Liabilities (Note 11) 397.4 453.1 
Insurance Policy and Claim Reserves 176.1 194.5 
Total Liabilities 6,635.7 6,165.6 
Redeemable Preferred Stock (Notes 12 and 13) 58.3 (aw 
Other Preferred Stock (Note 12) 115.2 tb eee, 
Common Stock (60.0 shares authorized; 22.4 shares issued and 
outstanding) (Note 12) 22.4 22.4 
Additional Capital (Note 12) 59.5 59.8 
Net Unrealized Gain (Loss) on Equity Securities (Note 7) (3.2) (2.8) 
Accumulated Foreign Currency Translation Adjustments (Note 15) (9.6) (10.3) 
Retained Earnings 665.7 616.7 
Total $7,544.0 $7,041.7 


See Notes to Financial Statements. 
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Statement of Income and Retained Earnings 
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(Unaudited) 
Three Months 
Ended December 31 


Years Ended December 31 


1988 1987 (in millions, except per share amounts) 1988 1987 1986 
Net Finance Revenue 
$296.5 $2715 2 Finance Charges and Fees $1,137.3 $1,038.8 $980.7 
145.2 1237 Interest Expense 544.7 484.5 455.2 
151.3 147.5 Lending Spread 592.6 554.3 525.5 
Other Revenue 
104.4 38.4 Insurance Premiums 186.2 102.9 90.6 
- 14.4 Interest Income from Tax Settlement (Note 2) ~ 54.4 - 
28.3 20.9 Other 94.5 96.9 11s 
284.0 221.2 Total 873.3 808.5 717.2 
Operating Expenses 
53.0 S12 Salaries and Employee Benefits 213.9 207.9 193.9 
77.1 23.5 Insurance Benefits 12507, 51.8 52.4 
21.1 19.9 Provision for Credit Losses 72.0 69.5 64.8 
98.0 78.8 Other (Note 16) 293.8 273, T2771 
249.2 173.2 Total 705.4 602.3 588.2 
Income from Continuing Operations before 
34.8 48.0 Income Taxes 167.9 206.2 129.0 
13.4 11.5 Provision for Income Taxes (Note 18) 62.9 67.4 54.4 
Income from Continuing Operations before 
Extraordinary Items and Cumulative Effect 
21.4 36.5 of Accounting Change 105.0 138.8 74.6 
Income (Loss) from Discontinued Operations, 
- - after Income Taxes (Note 3) - 2.0 (268.2) 
Income (Loss) before Extraordinary Items and 
21.4 36.5 Cumulative Effect of Accounting Change 105.0 140.8 (193.6) 
- (1.7) Extraordinary Items (Note 4) - 32.4 ~ 
- — Cumulative Effect of Accounting Change (Note 5) - - 19.4 
21.4 34.8 Net Income (Loss) 105.0 17522 (174.2) 
657.4 595.7 Retained Earnings, Beginning of Period 616.7 502.2 736.5 
(13.1) (13.8) Dividends Paid (56.0) (58.7) (60.1) 
$665.7 $616.7 Retained Earnings, End of Period $°.665.72.°$: 616.7% $502.2 
Earnings (Loss) per Common Share 
$ .84 $ 1.48 Continuing Operations S419 $5522 CSG 
- — Discontinued Operations - 09 (11.93) 
- (.07) Extraordinary Items - 1.42 - 
- - Cumulative Effect of Accounting Change - ~ .86 
$ .84 $ 1.41 Earnings (Loss) per Common Share $7219 $e 703 Se (841) 
$ 18.7 $ 31.7 Earnings (Loss) Available for Common Shares $ 93.2 $ 159.8 $(189.2) 
$ .50 $ .50 Dividends per Common Share S$) 2,00- $° 2.00». $222.00 
Average Common Shares Outstanding Dae 2234 22s) 
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See Notes to Financial Statements. 
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Statement of Cash Flows 
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Est oiteanat Years Ended December 31 
Be Pe eae es a a 
1988 1987 (in millions) 1988 1987 1986 


Cash Flows From Operating Activities: 


£27) 14 SG Income from Continuing Operations $ 105.0 $ 138.8 $ 74.6 
Reconcilation of Income From Continuing 
Operations to Net Cash Provided by Operating 
Activities: 
(1.6) 2.4 Increase (Decrease) in Insurance Reserves (18.4) 15.6 (25.3) 
21.1 19.9 Provision for Credit Losses 72.0 69.5 64.8 
(9.7) (12.4) Provision (Benefit) for Deferred Income Taxes (21.9) (21.9) 10.2 
11.8 10.7 Depreciation and Amortization 43.6 39.5 38.4 
48.1 17.9 Accounts Payable and Accrued Liabilities 27.5 39.2 112 
91.1 75.0 Net Cash Provided by Operating Activities 207.8 280.7 173.9 
Cash Flows From Investing Activities: 
(938.7) (866.8) Loans Originated (3,176.3) (3,056.7) (2,742.8) 
(197.0) (76.5) Loans Purchased (323.7) (204.1) (2513) 
888.1 667.8 Loans Repaid or Sold 2,971.2 2,621.6 2,430.4 
4.3 43.2 Other Receivables 6.4 50.9 (111.0) 
(356.3) (720.1) Securities Purchased (1,390.5) (1,823.1) (433.0) 
376.3 740.6 Securities Sold or Matured 1,367.9 [Syn he 432.7 
Investments in and Advances to Discontinued 
2.6 (19.1) Operations (78.7) (50.3) 121.4 
Net Proceeds from Sales of Discontinued 
- 53.6 Operations 57 Aa We | - 
8 (8.3) Property and Equipment Purchased (24.2) (7.4) (68.7) 
(69.5) (21.9) Other (13.8) (62.6) 84.1 
(289.4) (207.5) Net Cash Provided (Used) in Investing Activities (646.0) 416.9 (538.2) 
Cash Flows From Financing Activities: 
58.0 3.115 Short-Term Debt (98.4) (44.8) 857.7 
19.5 15 By Deposits Payable 70.1 41.8 (74.7) 
260.0 2.4 Long-Term Debt Issued 911.1 74.5 522.5 
(84.1) (145.3) Long-Term Debt Repaid (360.2) (720.3) (588.5) 
- (21.3) Repurchase of Company Common Stock (.7) (21.3) = 
(16.7) (16.7) Redemption of Redeemable Preferred Stock (16.7) (16.7) (16.7) 
(13.1) (13.8) Dividends Paid (56.0) (58.7) (60.1) 
223.6 128.5 Net Cash Provided (Used) by Financing Activities 449.2 (745.5) 440.2 
1.0 2.3. Effect of Exchange Rate Changes on Cash (0.6) 3.6 0.3 
26.3 (1.7) Net Increase (Decrease) in Cash and Equivalents 10.4 (44.3) 76.2 
62.6 80.2 Cash and Equivalents at Beginning of Period 78.5 122.8 46.6 
$ 88.9 $ 78.5 Cash and Equivalents at End of Period $ 88.9 $ 78.5 $5 122°8 
LS SS SL ST SS SSS SSS SSS SSS SS SSeS SSS SSS 
Supplemental Disclosures of Cash Flow Information: 
Cash Paid During the Year for: 
$ 159.9 $ 145.6 Interest $ 537.7 $ 494.6 $ 464.1 
4.4 8.3 Income Taxes 30.4 39.9 21.9 


See Notes to Financial Statements. 
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Management's Discussion and Analysis 


Financial Condition 

Beneficial’s leverage (the ratio of funded debt to 
total equity, including redeemable preferred stock) 
increased to 6.67 times at the end of 1988 from 
6.30 times at the end of 1987. The higher leverage 
reflects the financing necessary to fund continued 
strong growth in the receivables portfolio. 

Finance receivables grew $463 million, or 8%, 
during the year to almost $6.6 billion at December 
31, 1988. The strongest growth occurred in real 
estate secured loans, with a $300 million increase 
over 1987. Personal unsecured loans, sales finance 
contracts and commercial bank loans grew $83 mil- 
lion, $53 million, and $27 million, respectively. At 
December 31, 1988, the finance receivable mix was 
61% real estate, 29% personal unsecured, 8% sales 
finance contracts and 2% commercial bank loans. 

Consumer finance loan balances more than two 
months delinquent on a recency basis were .59% 
compared to .61% at the end of 1987. Net charge- 
offs as a percentage of average receivables also 
improved, with 1988 net chargeoffs at 1.05%, 
compared to 1.08% in 1987. The allowance for 
credit losses as a percentage of finance receivables 
was 3.23% at December 31, 1988, as compared to 
3.43% at year-end 1987. The Company’s reserve 
levels at year-end 1988 covered the full year’s net 
chargeoffs more than three times. 

Total interest-bearing debt increased $544 million 
during the year and was used primarily to fund the 
aforementioned receivables growth. In addition, 
$83 million was used to pay off a liability related 
to a condominium project in Texas. The investment 
in this project, which was included in discontinued 
opetations at a written-down value, was sold in 
1988 at approximately carrying value. 

During 1988 a real estate development subsidiary 
entered into a long-term direct financing lease for a 
hotel it owned. As a result of this transaction, the 
hotel was removed from property and equipment and 
recorded as a lease receivable in accordance with 
Statement of Financial Accounting Standards No. 13. 


Results of Operations 

The dollar amount of the lending spread has 
increased due to higher levels of receivables. 
However, as a percentage of average receivables, the 
lending spread continued to decline, decreasing to 
9.43% from 9.71% in 1987 and 10.17% in 1986. 
The decline in 1988 resulted, in large part, from 
higher interest rates on borrowings, while in 1987 
the primary factor was pressure on pricing. 

Finance charges and fees as a percentage of aver- 
age receivables declined to 18.10% from 18.20% in 
1987 and 18.98% in 1986. The drop in yield from 
1986 reflects primarily the runoff of loans written at 
higher rates as well as some competitive pressures on 
pricing. Beneficial’s fixed-rate real estate secured 
loans originated in 1988 were written at an average 
yield of 16.05%, compared to 15.29% in 1987 and 
15.79% in 1986, while variable-rate real estate 
secured loans were written at a spread over prime of 
5.32%, 5.79% and 5.93% in 1988, 1987 and 
1986, respectively. Variable-rate products are gener- 
ally funded with lower-cost short-term debt. In 1988 
the average yield on unsecured personal loans writ- 
ten was 25.08%, compared to 24.95% and 25.14% 
in 1987 and 1986, respectively. 

Interest expense as a percentage of average receiv- 
ables increased to 8.67% from 8.49% in 1987, but 
was lower than the 8.81% in 1986. Beneficial’s total 
worldwide melded average borrowing cost, including 
bank line and revolving credit commitment fees, 
was 9.33% in 1988, compared to 9.15% and 
9.48% in 1987 and 1986, respectively. In absolute 
terms, interest expense has increased steadily reflect- 
ing higher borrowing levels necessary to support 
receivables growth and, in 1988, higher interest 
rates on borrowings. However, interest expense in 
1988, and to a lesser extent in 1987, benefited from 
cash inflows from sales of subsidiaries completed in 
1987, which was largely used to pay down debt. 
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Insurance premium revenue comparisons in 1988 
and 1987 are distorted by one-time inflows and 
outflows from annuity and life reinsurance con- 
tracts, with insurance benefits and commission 
expense distorted by essentially offsetting amounts. 
Excluding these items, premium revenue was flat 
with last year as sharply curtailed outside, or inde- 
pendent, marketing activities offset a 15% increase 
in consumer credit insurance written through the 
Beneficial consumer loan office network. The out- 
side business, while profitable, is less profitable 
than the Beneficial-related business because of 
commissions paid to the producers; therefore, 
attention has been focused on the more profitable 
accounts. 

The effective tax rates on income before taxes 
were 37.5%, 32.7%, and 42.2% in 1988, 1987, 
and 1986, respectively. The statutory rates were 
34%, 40%, and 46% in 1988, 1987, and 1986, 
respectively. The 1988 effective tax rate was higher 
than the federal statutory rate of 34% primarily 
because of state and local income taxes and an 
incremental U.S. tax related to foreign source 
income. The 1987 effective rate was lower than the 
U.S. statutory rate of 40% principally because of 
tax benefits received from a tax-sharing agreement 
with a divested property and casualty insurance 
subsidiary. The 1986 effective rate was lower than 
the U.S. statutory rate of 46% largely because of 
tax exempt investment income. 

1988 earnings from continuing operations were 
$105.0 million, or $4.19 per share, compared to 
1987 earnings of $138.8 million, or $5.52 per share, 
and 1986 earnings of $74.6 million, or $2.66 per 
share. During the fourth quarter of 1988, the 
Company made the decision to switch its hardware 
supplier for the Bencom III computer network pro- 
ject. As a result of this decision, the Company 
recorded a $12.0 million provision ($7.9 million 
aftertax). This provision reflects the estimated loss 
on disposition of equipment and the write-off of 
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software not transferable to the new environment. 
In contrast, 1987 results included a one-time pre- 
tax gain of $54.4 million ($32.6 million aftertax) 
telated to interest income on a favorable settlement 
of prior years income taxes. 1986 earnings included 
a $10.2 million ($5.5 million aftertax) provision for 
restructuring. On a per share basis these items 
reduced 1988 earnings per share by $0.35, 
increased 1987 earnings per share by $1.44 and 
decreased 1986 earnings per share by $0.24. 

Excluding the impact of these one-time items, 
income from continuing operations increased to 
$112.9 million from $106.2 million in 1987 and 
$80.1 million in 1986. Fluctuations in the effective 
tax rates, as previously discussed, reduced 1988 
earnings in comparison with 1987, but increased 
1987 earnings in relation to 1986. Pretax income 
(excluding the one-time items) was $179.9 million 
in 1988, $151.8 million in 1987 and $139.2 mil- 
lion in 1986. The improvement in 1988 over 1987, 
and 1987 over 1986, is largely attributable to a 
higher gross margin resulting from a higher level of 
receivables. In 1987 declining interest rates helped 
to keep borrowing costs lower. The 1987 compari- 
son to 1986 also benefited for part of the year (the 
full benefit was realized in 1988) from a reduction 
in interest expense related to the aforementioned 
sales of divested subsidaries. 

Overall net income in 1988 was $105.0 million, 
compared to net income of $173.2 million in 1987 
and a net loss of $174.2 million in 1986. Net 
income in 1987 included $41.4 million in extraor- 
dinary credits from utilization of tax loss carry- 
forwards, $9.0 million of extraordinary losses on 
repurchase of term debt, and $2.0 million earnings 
from discontinued operations. The Company’s 
1986 net loss reflected net operating losses of dis- 
continued operations ($136.4 million) and net 
losses on the disposal of discontinued operations 
($131.8 million), mitigated partially by the benefit 
from an accounting change ($19.4 million). 
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In 1988 the Company’s principal sources of cash 
were collections of finance receivables, proceeds 
from the issuance of long-term debt, and cash pro- 
vided from operations. The Company derives a 
constant source of liquidity and cash flows from 
maturities and repayments of its receivables. The 
monthly collections of cash principal as a percent- 
age of average balances were 3.70% in 1988, a 
slight increase from 3.68% in 1987. 

Substantial additional liquidity is available 
through a variety of committed bank credit lines 
which the Company maintains in support of its 
commercial paper borrowings. At year-end 1988, 
total lines of credit were $2,246 million, with 
$1,889 million in the form of committed multi-year 
revolving credit facilities. The unused portion of all 
lines of credit was $1,934 million at December 31, 
1988. 

Long-term debt increased to 61.5% of the Com- 
pany’s total “‘Funding Base’’ from 57.1% at the 
end of 1987. Debt issued during the year amounted 
to $915 million, with an average rate and maturity 
of 9.09% and five years, respectively. $360 million 
of long-term debt, with an average rate of 
10.54%, either matured or was called for early 
redemption in 1988. 

The Company’s principal uses of cash are loans 
to customers, repayments of maturing debt, and 
dividends to shareholders. 

In June 1988 Duff and Phelps Inc. raised its rat- 
ings of the Company’s senior debt to ‘‘D&P-6”’ 
(middle Single A) from ‘‘D&P-7’’ (low Single A) 
and raised the rating on the Company’s preferred 
stock to ‘‘D&P-7’’ from ‘‘D&P-8.’’ In addition, 
the rating on Beneficial’s commercial paper was 
increased from ‘‘Duff 1-’’ to ‘‘Duff 1.’’ In January 
1989, Standard and Poor’s Corporation upgraded 
the Company’s senior debt to ‘‘A’’ from “‘A-,”’ 
preferred stock to ‘‘A-’’ from ‘‘BBB + ,’ and com- 
mercial paper to ‘‘A-1’’ from ‘‘A-2.’’ Also, in Jan- 
uary 1989, Moody’s Investors Service placed its 
Baa2 Senior debt ratings of Beneficial under review 
for possible upgrading. 
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a) Basis of Consolidation. The consolidated finan- 
cial statements include the accounts of the Com- 
pany and its subsidiaries. All significant intercom- 
pany transactions and balances have been 
eliminated in consolidation. Certain prior period 
amounts have been reclassified to conform with the 
1988 presentation. 


b) Finance Operations. The financial statements are 
prepared on the accrual basis. Finance charges and 
unearned discount are recognized as income using 
the interest method or methods which produce 
similar results. Income accrual is suspended after 
30 days on delinquent loans. 


Accounts known to be uncollectible are charged 
off. Real estate secured receivables are reviewed 
individually by management, and a determination 
is made as to their collectibility. In general, other 
receivables are automatically charged off after no 
payment has been made for six months. For all 
types of loans, collection efforts are generally 
continued. 


c) Insurance Operations. The Company’s insurance 
subsidiaries are engaged in writing credit life and 
credit accident and health insurance. Premiums on 
credit life insurance are taken into income using the 
sum-of-the-digits method when the insured amounts 
decrease with collections, or using the straight-line 
method over the lives of the policies in the case of 
level-term contracts. Premiums on credit accident and 
health are generally taken into income using an aver- 
age of the sum-of-the-digits and the straight-line 
methods. Policy reserves for credit life and credit acci- 
dent and health are equal to related unearned premi- 
ums. Credit accident and health reserves are adjusted 
to reflect claim experience. 


a) Valuation of Investments. Debt securities are 
cattied at amortized cost; equity securities are gen- 
erally carried at market value; other investments are 
cattied at cost. The adjustment of the carrying 
amount of marketable equity securities from cost to 
market value is recorded directly in shareholders’ 
equity through a valuation allowance. 


e) Amortization of Excess Cost of Net Assets 
Acquired. Excess cost applicable to acquisitions is 
generally being amortized over 40 years. 


f) Earnings per Common Share. Earnings per com- 
mon share are computed by deducting dividend 
requirements on preferred stocks from net income 
and dividing the remainder by average shares out- 
standing and their equivalents. None of the prefer- 
red stocks are common stock equivalents. 


g) Cash Equivalents. The Company considers all 
highly liquid debt instruments purchased with a 
maturity of three months or less to be cash 
equivalents. 
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lax Settlement 


During the second quarter of 1987, the Federal 
Circuit Court of Appeals reversed a prior ruling by 
a lower court and endorsed the formula used by 
the Company to determine its reserve for uncollect- 
ible accounts on tax returns filed for 1976 and 
1977. As a result of this favorable judgment, the 
Internal Revenue Service paid the Company $83.0 
representing a refund for overpayment of taxes in 
those years and interest to the date of repayment. 
The interest portion ($54.4) was included in 
income for the year ended December 31, 1987. 
The tax refund portion ($28.6) related only to the 
timing of tax payments and did not affect recorded 
tax expense. 


interest Income from 


, Dy nin (Onerations 
In December 1986 the Company adopted a plan for 
a comprehensive restructuring of the Company, 
which resulted in the Company concentrating princi- 
pally on its core consumer finance business and sell- 
ing non-core subsidiaries. During 1987 the Company 
completed the sales of its property and casualty and 
international insurance subsidiaries, its credit card 
Operation, an annuity company, a credit insurance 
subsidiary, and most of the receivables of a subsidiary 
making loans to small businesses. The net loss on 
disposal and the net loss from operations through 
November 30, 1986 of these operations are included 
in Income (Loss) from Discontinued Operations in 
the 1986 statement of income. 
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In addition the Company sold substantially all of 
its leveraged leasing portfolio in 1987. Accordingly, 
the Company’s leasing subsidiary has been 
included in discontinued operations, and its net 
income from operations through June 30, 1987 is 
included in Income (Loss) from Discontinued 
Operations in the statement of income. 


Results of all discontinued operations are summa- 
rized in the statement of income as ‘‘Income (Loss) 
from Discontinued Operations, after Income 
Taxes.’’ Revenues for these discontinued operations 
wete $4.0 and $967.0 in 1987 and 1986, respec- 
tively. Such after-tax results of operations were $2.0 
of income (including a tax benefit of $.2) in 1987 
and a $136.4 loss (after a tax benefit of $95.7) in 
1986. The net loss on dispositions was $131.8 in 
1986. On a combined basis, considering both the 
1986 and 1987 disposals, there was no gain or loss 
on disposal reflected in 1987. 


The investments in and advances to discontinued 
Operations are set forth on the balance sheet at 
estimated net realizable value. 


In 1987 the Company’s financial statements reflect 
the use of $105.0 of net operating loss carry- 
forwards, resulting in an extraordinary tax credit of 
$41.4. 


Also, in 1987, the Company used a portion of the 
cash proceeds from the sales of its discontinued 
subsidiaries to retire long-term debt prior to sched- 
uled maturities. A total of $240.7 of long-term 
debt was extinguished at a premium of $9.0 (net 
of an income tax benefit of $6.0). This after-tax 
premium is classified as an extraordinary loss in the 
income statement. 


( iges 


Effective January 1, 1988, the Company changed 
its method of accounting for non-refundable fees 
and costs associated with originating loans by 
adopting Statement of Financial Accounting Stand- 
atd (SFAS) No. 91. The Statement generally 
requires that the net amount of loan origination 
fees and certain direct loan origination costs be 
deferred and amortized over the life of the loan 
using the interest method. Financial statements 
prior to 1988 have been restated, resulting in a 
decrease in retained earnings as of January 1, 1986 
of $5.2 (after income taxes of $4.5). The account- 
ing change decreased previously reported net 
income by $2.6 ($.12 per share) in 1986 and $1.4 
($.06 per share) in 1987. The effect in 1988 was 
$1.0 ($.04 per share). 


Also, in 1988, the Company adopted SFAS No. 94 
and SFAS No. 95. SFAS No. 94 requires the con- 
solidation of all majority-owned subsidiaries, and, 
accordingly, the Company has consolidated its real 
estate development subsidiaries and its commercial 
bank. The inclusion of these subsidiaries has not 
had a significant effect on the Company’s financial 
statements. In accordance with SFAS No. 95, a 
statement of cash flows has replaced a statement of 
changes in financial position. The prior years have 
been restated to reflect such changes. 


in Accounting Principle 


In 1986 the Company adopted the accrual basis for 
recording consumer finance revenue to conform to 
practice prevalent in the financial services industry. 
Previously, finance charges on discounted loans 
were generally taken into income as earned and 
collected under the sum-of-the-digits method, and 
interest from interest-bearing direct cash loans was 
taken into income as collected. The cumulative 
effect of the change in accounting principle was 
$19.4 (after income taxes of $16.5). Had the 
change been made prior to 1986, it would not 
have had a material effect on the results of any of 
the periods presented. 
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The Financial Accounting Standards Board (FASB) 
issued a statement (SEAS No. 96) on accounting for 
income taxes in December 1987. Subsequently, in 
October 1988, the FASB issued a statement which 
deferred the effective date of SFAS No. 96 to fiscal 
years beginning after December 15, 1989. The 
Company is still assessing the impact of this state- 
ment on its financial statements and has not yet 
decided whether to adopt in 1989 or 1990. When 
adopted, the most significant impact of the state- 
ment on the Company’s financial statements ts 
expected to be the provisions relating to recogni- 
tion of deferred tax benefits. Because the Company 
has recorded deferred tax benefits when statutory 
income tax rates were higher than they are currently, 
the Company expects to reverse a portion of the 
deferred tax benefits it had previously recorded. 


Finance receivables, net of unearned finance 
charges of $320.8 and $348.7 at December 31, 
1988 and 1987, respectively, and maximum term 
in months from origination are as follows: 


Maximum 
Amount Term 
December 31 1988 1987 1988 1987 


Real Estate 
Secured Loans 
Personal Unsecured 


$4,055.8 $3,756.2 180 180 


Loans 1,888.6 1,804.7 120 120 
Sales Finance 
Contracts 509.0 456.0 60 60 
Commercial Bank 
Loans 144.7 117.9 360 360 
Total $6,598.1 $6,134.8 


Scheduled contractual payments of finance receiv- 
ables to be received after December 31, 1988 are as 
follows: 


1989 1990 1991 1992 Beyond 


Real Estate 


Secured Loans 19% 13% 12% 13% 43% 
Personal 

Unsecured Loans 45 29 15 4 7 
Sales Finance 

Contracts vb 15 5 1 2 
Commercial Bank 

Loans 28 18 13 14 27 
Overall 32 18 13 9 28 


The above tabulation of scheduled contractual pay- 
ments is not a forecast of collections. Collections of 
principal of finance receivables amounted to 
$2,727.2 for 1988 and $2,457.2 for 1987. The per- 
centage of monthly cash principal collections to 
average balances was 3.70% for 1988 and 3.68% 
for 1987. 


An analysis of the allowance for credit losses 
follows: 


1988 1987 1986 


Balance at January 1 $210.6 $195.6 $190.3 
Provision for Credit Losses 72.0 69.5 64.8 
Other (principally foreign 


exchange fluctuations) (1.2) 10.4 (.9) 
Accounts Charged Off (84.1) (80.1) (73.2) 
Recoveries on Accounts 
Charged Off 1535 Lee 14.6 
Net Charge Offs (68.6) (64.9) (58.6) 
Balance at December 31 $212.8 $210.6 \$195:6 
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Investments, principally long-term investments of 
the Company’s credit life insurance subsidiary, con- 
sist of the following: 


EES 


December 31 1988 1987 


Carrying Market Carrying Market 
Amount Value Amount Value 


Debt Securities 


Municipal $212.8 $202.1 $174.7 $163.3 
Corporate 76.8 74.2 55e1 31.0 
Commercial 
Paper 16.5 16.5 74.5 74.2 
Other B51 34.4 26.9 26.6 
Equity Securities 
Preferred 16.0 16.0 18.3 18.3 
Common 1.4 1.4 2.3 2.3 
Other 3.8 3.8 8.4 8.4 
Total $362.4 $348.4 $340.2 $324.1 


At December 31, 1988, the portfolio of equity 
securities, having a cost of $20.6, reflects unreal- 
ized gains of $.1 and unrealized losses of $3.3. 
The cost of investments sold is determined on the 
specific cost identification basis. 


December 31 1988 1987 


Accrued Investment Income $ 24.7 $ 23.0 
Deferred Income Tax Benefits 143.8 115.9 
Excess Cost of Net Assets Acquired 24.0 24.7 
Insurance Premiums Receivable 17.4 27-5 
Miscellaneous Accounts and Notes 
Receivable 78.4 52.2 
Mortgage Loans Held for Resale 17.2 13.0 
Prepaid Expenses 14.1 18.7 
Property Acquired by Foreclosure 12.4 10.8 
Unamortized Insurance Policy 
Acquisition Costs 43.0 45.9 
Unamortized Long-Term Debt Expense 12.0 110i 
Unamortized Software Costs 18.1 7 a 
Other 31.7 8.7 
Total $436.8 $374.6 


—E———" ss | 


9. Short-Term Debt 

Short-term debt outstanding, of which 85.8% and 
85.4% of the total at December 31, 1988 and 
1987, respectively, is payable in U.S. currency, con- 
sists of the following: 


December 31 1988 1987 
Bank Borrowings $ 254.6 $285.22 
Commercial Paper 1,705.2 1,773.0 

Total $1,959.8 $2,058.2 


At December 31, 1988, the Company maintained 
committed revolving credit facilities totaling 116% 
of its outstanding domestic commercial paper. The 
unused portion of bank lines of credit at December 
31, 1988 and 1987 is $1,934.3 and $1,940.9, 
respectively. Generally, domestic lines of credit 
provide for a fee of %4% per annum on the lines. 


Average interest rates (including the costs of main- 
taining lines of credit) on borrowings outstanding 
at year end are as follows: 


1988 1987 1986 
Bank Borrowings 12.16% 8.23% 8.66% 
Commercial Paper 9.78 8.39 6.89 


The weighted-average annual interest rates (includ- 
ing the costs of maintaining lines of credit) and 
additional data for short-term debt are as follows: 


1988 1987 1986 


Maximum Amount 


at Any Month End $2,376.0 $2,288.8 $2,114.3 
Daily Average Amount 2,036.1 1,989.9 LG22i7 
Average Interest Rates 
on Borrowings 
During the Year 
U.S. Dollar 7.98% 7.27% 7.05% 
Other Currencies 9.17 8.20 9.87 
Overall 8.12 7.38 7.40 
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Long-term debt outstanding, including subordi- 
nated debt of $45.0 and $50.0 at December 31, 
1988 and 1987, respectively, is as follows: 


December 31 1988 1987 
Currency 
United States $3 ,433.4 $2 964.5 
Canadian 196.7 eau 
West German 116.4 93.2 
Unamortized Discount (21.2) (36.6) 
Total $3,725.3 $3,152.8 


Long-term debt, including average interest rates on 
debt outstanding at December 31, 1988, is shown 
below in the earliest year it could become payable: 


Average 
Interest 
Maturity Rate 1988 1987 
1988 $ nd Goel! 
1989 9.93% 522.8 442.0 
1990 10.23 552.3 460.8 
1991 Lone 501.8 299.8 
£992 10.32 360.8 26327 
£993 9.15 477.2 MRS) 
1994-1998 SPL)) 878.3 674.6 
1999-2003 7.87 279.2 PES D) 
2004-2008 8.44 90.6 90.6 
2009-2013 12.83 83.5 83.5 
Unamortized 
Discount (21.2) (36.6) 
Total $3,725.3 $3,152.8 
Weighted-Average Annual 
Interest Rate on Debt 
Outstanding at End of Year 9.80% 10.06% 


The weighted-average interest rates on the Com- 
pany’s debt during the twelve months ended 
December 31 were as follows: 


1988 1987 
U.S. Dollar Borrowings 9.91% 10.04% 
Other Currency Borrowings 9.21 9.15 
Overall 9.85 9.99 
unts | le Accrued Liabili 
December 31 1988 1987 
Accounts Payable $ 86.3 $ 97.6 


Accrued and Deferred Compensation 36.4 39.3 


Accrued Interest 106.7. + =100.5 
Accrued Pension Cost 26.5 28.5 
Dealer Reserves 11.8 2a, 
Debt Guarantee Obligation - 83.2 
Income Taxes Payable 35.3 26.9 
Insurance Premiums Payable 22.8 7.9 
Other 71.6 56.5 

Total $397.4 $453.1 


The Company was obligated under a debt guaran- 
tee to pay off debt relating to a project associated 
with a discontinued operation. This obligation was 
paid off in January 1988. 
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12. Capital Stock 


The number of shares of capital stock is as follows: 


tet ane el et a a Al I ed RY SA 
December 31 


Issued and Outstanding 1988 1987 


Preferred—no par value 
(issuable in series). 
Authorized, 500,000 

9.25% Series 
Redeemable Preferred— 
$1,000 stated value. 


58,336 75,002 


Series A Participating Preferred 
(Preferred Stock Purchase 
Rights) — $1 par value. 
Authorized, 28,000,000 - - 


Preferred—$1 par value. 
Authorized, 2,500,000 - - 


5% Cumulative Preferred— 
$50 par value. 
Authorized, 585,730 407,718(a 407,718(a 

$5.50 Dividend Cumulative 
Convertible Preferred— 
no par value—$20 
stated value (each share 
convertible into 4.5 
shares of Common; 
maximum liquidation 
value, $3,781,500 and 
$4,173,400). Authorized, 
1,164,077 37,815 41,734 

$4.50 Dividend Cumulative 
Preferred—$100 par value. 
Authorized, 103,976 103,976 103,976 

$4.30 Dividend Cumulative 
Preferred—no par value— 
$100 stated value. 
Authorized, 1,069,204 


836,585 836,585 


Common—$1 par value. 


Authorized, 60,000,000 22,390,785(b 22,393,151(b 


After deducting treasury shares 
a) 5% Cumulative Preferred 178,012 178,012 


b) Common 4,822,066 4,802,066 
I AE eS Se a 


At December 31, 1988, a total of 208,332 shares 
of Common Stock was reserved for conversion of 
$5.50 Preferred and 10.5% Convertible Instalment 
Notes. During the year, 17,634 shares of Common 
Stock were issued upon conversion of the $5.50 
Preferred Stock. 


In October 1987 the Board of Directors authorized 
the repurchase of up to 1,000,000 shares of Com- 
mon Stock of the Company. Under such authoriza- 
tion, 594,100 shares in 1987 and 20,000 shares in 
1988 were repurchased and added to treasury 
shares. 


Additional capital was reduced by $0.3 during 
1988. The net change is comprised of a reduction 
of $0.7 relating to the repurchase of Common 
Stock and an increase of $0.4 relating to the issu- 
ance of treasury shares for corporate purposes. 


Dividends on the 9.25% Series Redeemable Prefer- 
red Stock, which are cumulative, are payable quar- 
terly at $23.125 per share. Annually through 
November 15, 1999, the Company is required to 
redeem 8,333 shares of the stock through a sinking 
fund at $1,000 per share. Sinking fund payments 
are cumulative. The Company may, at its option, 
increase the sinking fund payment by 8,333 shares 
annually up to an aggregate of 43,750 shares. 
Under this option, the Company has redeemed 
33,332 of the 43,750 shares through December 31, 
1988. The Company has the right to redeem the 
stock beginning November 15, 1989 at an initial 
redemption price of $1,043.82 per share, declining 
ratably thereafter to $1,000 per share. Unless divi- 
dend and sinking fund payments on this stock are 
current, the Company may not pay dividends or 
make other distributions or purchase, redeem, or 
retire any issues of stock junior to this issue. Upon 
the arrearage of six quarterly dividends on any 
series of the Preferred Stock, the holders of the 
9.25% Series Preferred Stock with the holders of 
other series of the Preferred Stock voting as a class 
would be entitled to elect two members of the 
Board of Directors. 
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In November 1987, the Company declared a divi- 
dend distribution of one Preferred Stock Purchase 
Right for each outstanding share of Common Stock 
of the Company payable as of November 23, 1987 
to stockholders of record on that date. Each Right 
entitles the registered holder to purchase from the 
Company one one-hundredth of a share of the 
Company’s Series A Participating Preferred Stock at 
a price of $175, subject to adjustment under 
certain circumstances. 


Rights are issued with all shares of the Company’s 
Common Stock issued between November 23, 1987 
and the earliest of the date the Rights become 
exercisable, expire or are redeemed. Until the 
Rights become exercisable, they will automatically 
trade with the Common Stock. If the rights 
become exercisable, separate certificates will be dis- 
tributed and the Rights will begin to trade inde- 
pendently from the Company’s Common Stock, 
but will at no time have voting power. 


The Rights only will be exercisable ten days after 
public announcement that a person has acquired 
20 percent or more of the Company’s outstanding 
Common Stock or has made a tender offer for 30 
petcent or more of the Company’s outstanding 
Common Stock. 


If, at any time after the Rights become exercisable, 
but before they expire or are redeemed, the Com- 
pany is acquired in a merger or other business 
combination or sells 50% or more of its assets or 
earning power, the holder of a Right will be enti- 
tled to buy, at the exercise price, a number of 
shares of Common Stock of the acquiring or surviv- 
ing company having a market value of twice the 
exercise price of each Right. 


In addition, if a 20% or greater shareholder 
acquires the Company by means of a reverse met- 
ger in which the Company and its stock survive or 
engages in certain self-dealing transactions with the 
Company, or if a person acquires shares of the 
Company’s stock having 35% or more of the gen- 
eral voting power, each Right not owned by the 
20% or greater holder would become exercisable 
for a number of shares of Participating Preferred 
Stock of the Company having a market value of 
two times the exercise price of the Right. The 
Rights held by the 20% or greater holder would be 
denied the benefit of this adjustment. 
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The Rights may be redeemed by the Company for 
$.05 per Right at any time prior to the expiration 
of the Rights on November 23, 1997. 


15. Accumulated Foreign Currency Translation 


A Agnctmentec 
Adjustments 


Assets and liabilities in foreign currencies are trans- 
lated at the market rate at each balance sheet date. 
Foreign operating results are translated at the aver- 
age market rate for each period covered by the 
statement of income. 


An analysis of changes in accumulated foreign cur- 
rency translation adjustments follows: 


1988 1987 

Balance at January 1 $(10.3) $(12.7) 
Adjustments for the Year (3.3) (12.9) 
Income Taxes 4.0 15.3 

Balance at December 31 $ (9.6) $(10.3) 
16. Other Expenses 

December 31 1988 1987 1986 
Occupancy $ 59.7 $ 57.4 $ 52.8 
Marketing 21.2 16.8 Deh 
Commissions 39.8 29.1 31.6 
Depreciation 23.8 21.6 18.6 
Postage 9.5 8.4 8.0 
Printing 11.2 11.4 1183 
Provision for 
Restructuring Costs - - 10.2 
Provision Related to Data 
Processing Upgrade 12.0 - - 

Telephone 17.6 vet 16.7 
Travel 11.3 10.5 11.8 
Other Siey 100.8 91.0 

Total $293.8 $273.1 $277.1 
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17. Employee Retirement Plans 


The Company has a non-contributory defined ben- 
efit pension plan covering substantially all of its 
employees in the United States. The benefits pro- 
vided are based on the employee’s years of service 
and average compensation during the highest three 
consecutive years of earnings. The Company has 
made annual contributions at least equal to the 
amounts accrued for retirement expense. Pension 
expense for the Company’s subsidiaries outside the 
United States is immaterial. Plan assets are invested 
primarily in corporate bonds and short-term invest- 
ments. 


Effective January 1, 1987, the Company adopted 
Statements of Financial Accounting Standards 
(SFAS) No. 87, ‘‘Employer’s Accounting for Pen- 
sions,’ and No. 88, ‘“‘Employer’s Accounting for 
Settlements and Curtailments of Defined Benefit 
Pension Plans and for Termination Benefits.’’ Pen- 
sion costs for 1988 and 1987 are determined under 
these standards. Pension cost for 1986 was deter- 
mined under the provisions of previous accounting 
principles. Net pension expense for domestic oper- 
ations was $4.5, $4.3, and $4.2 for 1988, 1987 and 
1986, respectively. 


Further, the Company funds a 401(k) savings plan 
under which basic contributions are made annually 
up to 2.5% of each eligible employee’s annual 
compensation. Costs charged to income for the 
years ended December 31, 1988, 1987 and 1986 
were $2.2, $1.9 and $2.5, respectively. 


During 1983 the Company terminated its domestic 
retirement plan and replaced it with a restructured 
program providing the participants with equal or 
increased future retirement benefits. All partict- 
pants in the terminated plan were 100% vested, 
and annuity contracts were purchased to provide 
benefits. Excess assets were returned to the Com- 
pany, and amortized portions were used to reduce 
pension expense through 1986. The remaining 
unamortized gain at January 1, 1987 was included 
with the Company’s adoption of SFAS No. 87 and 
No. 88. 


SFAS 87 requires disclosures of the components of 
net periodic pension cost and of the projected ben- 
efit obligation. The projected benefit obligation is 
the actuarial present value of the portion of pro- 
jected future benefits attributable to employee ser- 
vice to date, and the plan cost is that portion 
attributable to employee service during the year. 
This cost method recognizes the effect of future 
compensation levels in projecting the future bene- 
fits. The following table details the components of 
net pension expense: 


December 31 1988 1987 


Service Cost — Benefits Earned 


During Period $2.3. .0$' 2.0 
Interest Cost on Projected Benefit 

Obligation LB 3.4 
Actual Return on Plan Assets (1.5) (1.1) 
Net Periodic Pension Cost $4.5 $ 4.3 


The plan’s funded status and amounts recognized 
in the Company’s balance sheet are as follows: 


December 31 1988 1987 


Accumulated Benefit Obligation $21.1 $20.4 
Projected Benefit Obligation for 
Service Rendered to Date $51.0 $ 46.0 


Less Plan Assets at Fair Value 19.1 14.8 


Projected Benefit Obligation in 

Excess of Plan Assets 31.9 alin 
Less Unrecognized Net Gain 

from Past Experience Different 

from that Assumed 5.4 27, 


Accrued Pension Cost Included in 


Other Liabilities $26.5 $ 28.5 


In both years the weighted-average discount rate 
and rate of increase in future compensation levels 
used in determining the actuarial present value of 
the projected benefit obligation were 8.5% and 
5.5%, respectively. The estimated long-term rate 
of return on assets was 9%. 
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18. Income Taxes 

The Company files a consolidated U.S. federal 
income tax return with all eligible subsidiaries, 
including eligible discontinued operations. Income 
taxes, whether payable currently or in the future, 
are provided on reported earnings. 


The provision for income taxes for continuing oper- 
ations is comprised of the following: 


December 31 1988 1987 1986 
Current 
es: $58.9 $62.1 $24.4 
Foreign 17D wel aaa ae 
Total 76.8 79.8 38.6 
Deferred 
|i ey (2057): eo (1 0.38) 1221 
Foreign (eZ Vay Coed) Mea 119) 
Total (21.9) (21.9) 10.2 
State and Local 8.0 9.5 5.6 


Total Provision for 
Income Taxes $62.9 $67.4 $54.4 


Deferred income taxes result from timing differ- 
ences in the recognition of income and expense for 
tax and financial statement purposes. The tax 
effects of the principal timing differences are as 
follows: 


December 31 1988 1987 1986 

Differences Between Cash 

and Accrual Basis $ (1.4) $ (5.4) $ 5.6 
Insurance Benefits Provided T:5\ (2-4) 6 
Tax Depreciation in Excess 

of Book Depreciation 235 525 ae 
Reserve for Credit Losses (1827) aC 1 9r9) ie (lel) 
Deferred Retirement 

Plan Credits a, 9 2.3 
Restructuring Costs - 2.0 (4.3) 
Insurance Policy Acquisition 

Costs (2.0) 4.2 (.1) 
Data Processing Upgrade (4.1) - ~ 
Other (.4) (4.8) 4.0 


Total Provision (Benefit) for 
Deferred Income Taxes $(21.9) $(21.9) $10.2 


A reconciliation of the provision for income taxes 
at the statutory U.S. income tax rate to the tax 
provision as reported follows: 


December 31 1988 1987 1986 
Statutory U.S. Tax Rate 34.0% 40.0% 46.0% 


Increase (Decrease): 
Differential due to 


Operations outside U.S. 25 9 1.0 
Non-Taxable Investment 

Income (222) Sei (TuG) er (468) 
Investment Tax Credit - - (.6) 
State and Local Income 

Taxes 2.9 2.6 222 
Tax Sharing Agreement with 

Divested Insurance Subsidiary - (9.5) - 
Other 3 3 (253) 

Effective Tax Rate 37.5%) 3257 % 4212 % 


The Company entered into an agreement with 
American Centennial Insurance Company (ACIC) 
whereby the Company compensated ACIC for tax 
losses generated by ACIC in 1987 which could be 
utilized on the Company’s consolidated tax return. 
ACIC was a discontinued subsidiary at the time the 
losses were incurred. The tax savings generated by 
such losses exceeded the amounts paid to ACIC. 


U.S. income taxes have not been provided at 
December 31, 1988 on $30.1 of undistributed 
earnings of foreign subsidiaries, which are 
expected to be permanently invested in foreign 
countries, and on $77.8 of undistributed earnings 
of life insurance subsidiaries accumulated as policy- 
holder’s surplus under tax laws in effect prior to 
1984. 
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19. Geographic Information 


Operations of the Company are conducted through 
subsidiaries located primarily in the United States. 
Operations outside the U.S. are conducted through 
subsidiaries in Canada, the United Kingdom and 
West Germany. 


Data by geographic area for the years ended 
December 31 is shown in the following tabulation: 


Inter- 
United Company 
States Other Eliminations Total 
1988 
Revenue $1,245.6 $180.0 $ (7.6) $1,418.0 
Income before 
Income Taxes 140.3 27.6 = 167.9 
Assets 6,623.7 955.7 (35.4) 7,544.0 
1987 
Revenue PLS 0,9 LaLa (9.6) 1,293.0 
Income before 
Income Taxes 190% Ley - 206.2 
Assets 6,248.8 877.4 (84.5) 7,041.7 
1986 
Revenue 1,061.4 120.0 (9.0) 1,172.4 
Income before 
Income Taxes 116.0 13.0 - 129.0 


Net liabilities denominated in foreign currencies 
were $131.5 and $114.8 at December 31, 1988 and 
1987, respectively. The Company’s exposures in for- 
eign currencies are hedged to the extent practical. 


20. Leases 


The Company’s consumer finance system operates 
from premises under leases generally having an 
original term of five years with a renewal option for 
a like term. The Company leases its headquarters 
in Wilmington, Delaware, under a lease expiring 
in 1993. Also, a subsidiary leases an office complex 
with a primary term expiring in 2010 and renewal 
options totaling forty-seven years. Data processing 
equipment lease terms range from one to four years 
and are generally renewable. The minimum rental 
commitments under noncancelable operating leases 
at December 31, 1988 are as follows: 


1989 $ 42.3 


1990 38.9 
1991 35.4 
1992 32.3 
1993 29.1 
1994-1998 ey) 
1999-2013 318.2 

Total $627.5 


21. Contingent Liabilities 

The Company and certain of its present and former 
officers and directors, together with certain officers 
of subsidiaries of the Company, are defendants in 
three lawsuits seeking unspecified money damages 
relating to the restructuring of the Company and 
the operations of an insurance subsidiary prior to 
its disposition. The Company is of the opinion that 
such lawsuits are without merit. 


22. Selected Financial Data 


Selected unaudited financial data required by the 
Securities and Exchange Commission are included in 
the Five-Year Summary—Supplemental Information, 
page 46 and in the Data by Calendar Quarter— 
Supplemental Information, page 47. 
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Management is responsible for the preparation of the financial statements and related notes 
contained in this Annual Report and believes that such financial data presents fairly the 
Company’s results of operations and financial position. These statements necessarily include 
amounts based on the best estimates and judgements of management, all in conformity with 
generally accepted accounting principles. 


The Company maintains a system of internal control which provides reasonable assurance that 
assets are safeguarded and transactions are executed and recorded in accordance with 
management’s authorization. An integral part of the Company’s internal control system is an 
active internal audit staff. 


The Company’s independent auditors, Deloitte Haskins & Sells, perform annual audits in 
accordance with generally accepted auditing standards. Their examinations include a review of 
the internal control system to establish a basis for reliance thereon in determining the nature, 
extent and timing of audit tests applied in the examination of financial statements. 


The Audit Committee of the Board of Directors is comprised entirely of outside directors. It 
meets regularly with management and the internal and independent auditors to review the 
activities of each and satisfy itself that responsibilities are properly discharged. Unrestricted 
access to the Audit Committee is provided to Deloitte Haskins & Sells and the internal audit 
staff, allowing open discussion without management’s presence on the quality of financial 
reporting and the adequacy of internal accounting controls. 


Management recognizes its responsibility to provide reliable financial information and believes 
its system of internal controls enables it to meet that responsibility. 
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To the Stockholders and Board of Directors of Beneficial Corporation: 


We have audited the accompanying balance sheets of Beneficial Corporation and Consolidated 
Subsidiaries as of December 31, 1988 and 1987 and the related statements of income and 
retained earnings and cash flows for each of the three years in the period ended December 31, 
1988. These financial statements are the responsibility of the Company’s management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those stand- 
atds require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free of material misstatement. An audit includes examining, on a 
test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Beneficial Corporation and Consolidated Subsidiaries at December 31, 
1988 and 1987 and the results of their operations and their cash flows for each of the three years 
in the period ended December 31, 1988 in conformity with generally accepted accounting prin- 
ciples. 


As discussed in Note 5 to the financial statements, in 1988 the Company changed its method of 
accounting for nonrefundable fees and costs associated with originating loans. Also, as discussed 
in Note 5 to the financial statements, in 1986 the Company changed its method of accounting 
for interest income on finance receivables. 


Morristown, New Jersey 
February 9, 1989 
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(in millions, except where noted) 1988 1987 1986 1985 1984 


Phy yr the Year 
i A Like iCal 


Income from Continuing Operations (a) 


$ 105.0 138.8 74.6 69.0 9022 
Income (Loss) from Discontinued Operations $ - 2.0 (268.2) 28.7 14.8 
Extraordinary Items $ ~ 32.4 - - L 
Cumulative Effect of Accounting Change $ - - 19.4 - 2 
Net Income (Loss) $ 105.0 17332 (174.2) O77 105.0 
Continuing Operations (a) $ 4.19 yey” 2.66 Pao 3.30 
Discontinued Operations $ - .09 (11.93) 1.30 .66 
Extraordinary Items $ = 142 = = = 
Cumulative Effect of Accounting Change $ - - .86 - - 
Earnings (Loss) Per Common Share $ 4.19 7.03 (8.41) 3.67 3.96 
Average Number of Common Shares ppAG! 22a DONS Daa 2282 
Dividends Paid per Common Share (dollars) $ 2.00 2.00 2.00 2.00 2.00 
Revenue $1,418.0 1,293.0 117234 OPES 1, L027 
Interest $ 544.7 484.5 455.2 440.2 437.2 
Lending Spread $ 592.6 554.3 52555 469.6 460.1 
Lending Spread as a % of Cash Invested 9.43 9.71 10.17 10.24 10.58 
Provision for Credit Losses (less recoveries) Sane 0 69.5 64.8 53.5 45.9 
Total Expenses $1,250.1 1,086.8 1,043.4 1,009.8 967.3 
Income before Income Taxes $ 167.9 206.2 129.0 14755 135.4 
% of Monthly Cash Principal Collections to 
Average Monthly Balances 3.70 3.68 4.22 3.86 3.48 
% of Finance Receivables Charged Off 
(less recoveries) to Average Monthly Balances 1.05 1.08 1.07 NE .84 


Finance Receivables (net of unearned finance charges) $6,598.1 6,134.8 5,461.1 4,894.1 4,413.5 


Allowance for Credit Losses $ 212.8 210.6 195.6 190.3 13a 
Total Assets $7,544.0 7,041.7 7,427.6 7,124.8 6,634.5 
Short-Term Debt $1,959.8 2,058.2 2,103.0 1,245.3 834.1 
Long-Term Debt $3,725.3 3,152.8 3,742.4 3,971.9 3,999.6 
Redeemable Preferred Stock $ 58.3 75.0 91.7 108.3 12510 
Shareholders’ Equity (including redeemable 

preferred stock) $ 908.3 876.1 800.3 1,036.8 991.0 
% of Allowance for Credit Losses to Finance 

Receivables 3.23 3.43 3.58 3.89 3.94 


% of Finance Receivables with Payments more 
than Two Months Delinquent —Consumer 


Loans only (based upon recency of payment) 59 61 .74 .70 dD 
Number of Accounts 1.9 17, Leg 1.6 if) 
Average Balance — Consumer Loans only (dollars) $ 5,652 5,494 4,962 4,433 4,069 
Number of Holders of Common Shares 17,900 18,500 19,200 23,700 25,700 
Number of Employees 6,800 6,600 6,800 6,700 6,300 
Number of Offices 1,073 1,074 1,106 1,114 Gales 


(a) Includes the following Special Items, after income taxes: ‘‘Provision for Data Processing Upgrade’’ of $7.9 ($.35 per share) in 1988; ‘‘Interest Income 
from Tax Settlement’’ of $32.6 ($1.44 per share) in 1987; ‘‘Provision for Restructuring’’ of $5.5 ($.24 per share) in 1986; and ‘‘The ‘Fresh Start’ 
Provisions of the Deficit Reduction Act’’ of $8.5 ($.38 per share) in 1984. 
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Data By Calendar Quarter (unsudicea) 


Supplemental Information 1988 
RORY ED First Second Third Fourth 
(in millions, except per share amounts) Quarter Quarter Quarter Quarter Total 
Revenue $325.8 $ 331.4 $331.6 $ 429.2 $1,418.0 
a eee rr 
Income before Income Taxes $ 42.7 $ 43.4 $ 47.0 $ 34.8 $ 167.9 
ce a a ce a A a RR lial ced AS al sl lt ee a 
Net Income $ 27.0 $ 27.4 $5.29°2 $ 21.4 $ 105.0 
Earnings (Loss) per Common Share $ 1.08 $ 1.10 $0 ity. tir 84 $0 94.19 
Common Stock 

High Sales Price $47.25 $48.375 $53.75 $51.125 

Low Sales Price 34.25 41.625 43.25 43.125 

Dividends Paid per Share 50 50 .50 50 $ 2.00 

1987 

mata, First Second Third Fourth 
(in millions, except per share amounts) Quarter Quarter Quarter Quarter Total 
Revenue $282.6 $ 346.1 $319.4 $ 344.9 $1,293.0 


Income before Income Taxes $ 41.9 Sih 2:0 $ 45.3 $ 48.0 $ 206.2 


Net Income (Loss) 


Income from Continuing Operations $2551 $ 47.8 $ 29.4 $ 36.5 $ 138.8 
Income (Loss) from Discontinued Operations tal 9 - - 2.0 
Extraordinary Items: 
Use of Tax Loss Carryforwards 12.1 23.6 hii - 41.4 
Early Retirement of Debt - - (7.3) (137) (9.0) 
Total $ 38.3 $ 72.3 $ 27.8 $ 34.8 $73.2 
Earnings (Loss) per Common Share 
Continuing Operations $295 $ 1.95 $ 1.14 $ 1.48 $ariosD2 
Discontinued Operations .04 .05 - - .09 
Extraordinary Items: 
Use of Tax Loss Carryforwards 3 1.04 .24 - 1.81 
Early Retirement of Debt - ~ (252) (.07) (.39) 
Total $052 $ 3.04 $ 1.06 $) 1:41 $2 097:03 
Common Stock 
High Sales Price $64.50 $ 61.25 $62.50 $57.7) 
Low Sales Price 55.50 45.75 53.25 31.50 
Dividends Paid per Share .50 50 50 .50 $ 2.00 
co OE, SR a ek ae al eR ee A 
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') of more, for maturities of 5 to 270 
” days at competitive market fates. 
Daily rates are posted nationally on 


the TELERAFE SYSTEM next to the e 


symbol “BNL.’’ For further infotma- _ BOM 
/ tion call, (201) 781- POTAUE baat ern. 
: é Media tepresentatives and others tbh 
"ing general information about the’ 


‘Company should contact Ms. Deborah 
- Veasey ar (201) 781-3882, 


a - Security analysts, portfolio managers, 
_ and other investors. seeking financial 


iaformation about the Company cial. 


contact Mt. William H. Hi. Ely at 
AN (201) 781-3609 of Mc. Joha R.. 
; Engelhardt at (201) 781-3613, 


‘Morgan. Shareholder Services Ais : 
“Company, New. York is both eioy 
_. ~and transfer agent for all classes of » 
- Beneficial Corporation common and. 


preferred stock. Address changes, secu- 


tity teansfer matters, and the Dividend - 
a Reinvestment Service can be handled 
_ by phone. The number of Motgan’s 


telephone response centet is (212) 587- 3 


| 6515, Their mailing address ts 30 West 
Nes Broadway, New York, NY. 10007. Ki 


a Copies of the Company’s 10-K feport | 
to the SEC are available upon request . 


from Mr, James H. Gilliam, Jr., 


Beneficial Corporation, P.O. Box ah Our 
ye Wilmington, ‘Delaware. 19899. ce 


> "The Annual Mecuas éf the i ; 

_ vholders of Beneficial Corporation will 

be held on Tuesday, May 23, 1989 at 

°.11:00.a.m. in the Company’s: head-. 

_ quarters, 400 Bellevue Parkway, © 
Gage hae aed 


